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Or-—are you drifting all over the 
map hoping to run into success? 
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Success in Credit Management de- 
pends more and more on a sound 
knowledge of the underlying princi- 
ples of credit. The man who masters 
credit reaches the heart of successful 
business procedure. 


The National Institute of Credit offers 
you a training course that gives you a 
thorough background of credit princi- 
ples and practice, and fits you for more 
efficient administration of credit de- 
partment duties. 


National Institute a) (ET, Ur anh 


New_York 
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Please send me details of your Credit and Collection Course, without obligation to me. 
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FIRE HALTS PRODUCTION. . 


but U & O Saves Earnings—Safeguards Loans 
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_— in a prosperous plant are invisible values created as raw 
products become finished goods . . . earnings, profits, commissions. 
These values are needed to pay debts and charges, to meet payrolls and to 
liquidate loans. Manufacturers who lose earnings choked off by fire need 
not be without expected income, even though belts are stopped and busy 
hands made idle. Use & Occupancy insurance, a valuable supplementary 
coverage, will reimburse for the loss of imvisible values, just as though 
mishap had not come. This useful protection can be made to fit the indi- 
vidual requirements of all types of establishments. 

If you are interested in the financial health of concerns to which you 
have advanced funds, U & O will be, to you, a defender of loan security. 
The HOME agent near you will gladly discuss this supplementary form 
and show how it applies to the needs of your borrowers. He will also 
explain other forms written by THE HOME to protect invisible values. 


THE HOME company 


NEW YORK 


FIRE— AUTOMOBILE— MARINE and ALLIED LINES OF INSURANCE 
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Ideas Are Worth Money! 


A recent analysis revealed that the tech- 
nical knowledge and assistance of a 
single Burroughs representative had 
enabled a few department heads and 
supervisors to save for their employers 
a total of $253,500 annually in the cost 
of accounting and statistics. 


This amount is the equivalent of a net 
profit of 5% on a gross sales volume of 
more than five million dollars! 


N IDEA 
MES A REALITY + + 
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In your office—as in nearly every office—almost every department 
head and supervisor has at least one idea which, if wisely devel- 
oped, might reduce certain office costs immediately. 


To help your business profit from these ideas, Burroughs representa- 
tives offer their experience and technical knowledge of machines, 
applications and procedures for lowering office costs or meeting 
changing business conditions. 


As our representative counsels with yours, they discuss possibilities, 
evolve a solution, estimate the savings for your consideration—and 
another good idea becomes a reality. s 





Eager to capitalize an idea? Call Burroughs—there’s no obligation. 






BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 
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Since radio quiz programs are popular today, here 

7 are two questions that could well give some reader 

M oof these lines the opportunity to “stump the experts” 
and earn the consequent reward. 


Q.—Is any department of the federal government 
today operating on a budget smaller than a decade agor 


Q.—If yes, can you name the department? 


The answer to the first question, surprisingly enough: 
“Yes.” And to the second: “The U. S. Department of nk 
Commerce.” ETT VR 


This department of the United States government, 
established for the promotion and guidance of business, 
has not shared in the huge increased appropriations of 
the past several years. Business interests of the country, 
accordingly, can point with pride to the fact that the 
rise in our government’s debt was not caused by exces- 
sive spending in the department that was established 
to foster the advance of American business. 


Some may feel the Department of Commerce could 
do a better job than it has in the past but all fair-minded 
men must agree that here, at least, is a department that 
has not participated in increasing governmental costs. 


During a period that presented the greatest prob- 
lems American business has ever faced, the Department 
that can aid business men in the solution of these prob- 
lems has had to tackle the huge task with less personnel 
and finances than it had during the years of prosperity. 


It is a credit to business in general that it has not con- 
stantly high-pressured for governmental funds to sup- 
port a department from which it can have much to 
gain. Business men who have fought for reasonable 
budgets certainly can say they have been consistent, if 


we are to judge by how they have kept this part of their 
house in order. 


Henry H. Heimann 
Executive Manager, N.A.C.M. 
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INSURANCE 


A Bulwark : 
of Credit 


* ¢ This page, which is donated by one of its 
members, is used monthly by the Insurance 
Group of the National Association of Credit 
Men to foster a better understanding of insur- 
ance as an indirect guarantor of credit. 


THE PROGRAM 


1, To encourage a \/ider understanding 
among credit execui ves of insurance as 
a protector of sound credit. 


3. To promote the use of the official 
N.A.C.M. insurance statement form as a 
supplement to the financial statement. 





Approved by National Asseciation of Credit Men 


INSURANCE STATEMENT 


extremely important bearing financial standing. 
capt seamwens have bed telr nancial ending ecdeuhy > 


impaired or become 


Please give below details of the insurance you carry. ee eee pet ee 


details of most of the 
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supply information required. 


@” = The forms of insurance listed represent those most commonly in force in the average commercial 
business. It should be clearly and definitely understood, however, that the mere fact of your carrying . 
all these, forms does not in itself prove that you are adequately insured. You may need additional forms, 
or fewer, depending largely on the particular nature of your business. These are points on which you 


should consult your insurance adviser. 
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ee a “Blanket’) in the “Buildings” column. 





Steam Boiler — Property Damave s______|| Steam Botler— __—_—Use & Occupancy |S 
Machinery Breakdown — |) Machinery Breakdown— "| 
Transportation — Domestic Shipments | || Transportation —Ocean Shipments _| 
Interior Robbery |i Payroll Robbery 
Sale Burglary ee Ee ee 
Fidelity Bonds ee eee 
Public Liability on Premises | Employers’ Liability | 
Elevator Public Liability | Uh Products Public Liability 
Auto Public Liability (owned cars) | Ht Auto Public Liability (nonowned cars) 
Auto Property Damage (owned cars) | ——___ ft Auto Property Damage (non-owned cars) 
Workmen's Compensation — Are al] your pe 

employees included? Yes No 


2. To keep credit executives informed 
of the wide variety of insurance cover- 
ages which are available. 


Available Coverages 


The following list is selective because of space limitations. 


Accounts Receivoble 
Aircraft 
Crash 
Fire 
Land Damage 
aoe 


Windstorm 


Aircraff & Motor Vehicle P.D. 


obile 
Comprehensive 
Fire 


Theft 
Flood 
Public Liability 
ornado 
Earthquake 
Explosion 
Artratt P D 
ircraft Property Damage 
Glass Breakage 


Collision > 

Pro) amage 
cabana 
Drive Other Cars 
peg one 


of Use 
Bailees Customers Floater 


| 
Wilder Rak” 


Camera Floater 
Consequential Damage 
— ent Liability—R.R. Sidetrack 
witch Lease 
Demolition 
Department Store Floater 
Disability Insurance 
a 
Gro 
Dyers, z oo Floater 
Earthquake 
Electric Sign 
Engagement Ring Floater 
Equipment Floaters 
Errors & Omissions 
Exhibition Floater 
Explosion 
Extended Coverage 
Tornado 
Hail 
Riot 
Explosion 
Smoke Damage 
Aircraft & Mator Vehicle P.D. 
Extra Expense 
Fallen Building 


Fire 

Fine Arts Floater 
Flood 

Frost 
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‘ander any contract such as lease, 
has your Public Liability policy been 
extended to cover it? Yes 
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If you carry any other insurance list details below. 
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INSURANCE STATEMENT FORM 


N.A.C.M. approved form. 


Procurable from the National 


Association of Credit Men, New York. 


Fir Floater 
Furriers Customers 
Garage Keepers Liability 
Garment Contractors Floater 
General Floater 
Gold & Silverware Floater 
Golf Floater 
Gross Receipts Truckmen's Floater 
Gun Floater 
Hail Insurance 
Horse & Wagon Floater 
Installation Floater 
Installment Sales Floater 
Jewelers Bloc 
Jewelry—Fur Floater 
Laundry Floater 
Leasehold 
Life Insurance 
Individual 
Key Man (in a business) 
Group (including disability) 
Live Stock Floater 
Malicious Mischief—Vandalism 
Manufacturers Output Floater 
Marine 
Hull (various forms) 
Cargo (various forms) 
Mortgage Interest 
Morticians Equipment Floater 
Motor Truck Cargo 
Motor Truck Merchandise Floater 
Motor Vehicle Property Damage 
Musical Instrument Floater 
Paraphernalia Floater 
Parcel Post Floater 


Patterns & Die Floater 
Personal Effects Floater 
Physicians & Surgeons Floater 
Profits & Commissions 

Public Liahility 

Sonne Floater 


Rai 
Registered Mail 
Rent—Rental Value 
Riot & Civil Commotion 
Safe Deposit Box 
Salesmens Sample Floater 
Scheduled Property Floater 
Scientific Instrument Floater 
Smoke Damage 
Sprinkler Leakage 
Sprinkler Leakage—Legal Liability 
Stamp Collectors Floater 
Stock Floaters 
Stock—Reporting 
Surety Bonds 

(numerous forms of bonds) 
Theatrical Floater 
Tornado 
Tourist Baggage Floater 
Transportation Floater 
Trees, Shrubbery—Lawn Improvements 
Trip Transit Floater 
Tuition Fees 
Unearned Premium 
Use & Occupancy (various forms) 
War Risk 
Water Damage 
Wedding Presents Floater 
Windstorm 














































































































istribution Problems Affecting Credit 


Some New Situations “Bob-Up to Fret “C’° Men 


By Howard §. Almy, Assistant Secretary, The Collyer Insulated Wire Co. 
Pawtucket, R. I. 


Oftentimes inquiry into the past throws a light upon 
the present. Therefore before touching upon pre- 
uv vailing distribution policies let us consider some of 

the more important economic developments that have 
transpired since the Civil War period. I have felt for 
some time after attending our annual Credit Congress 
that, if we are to have a clear understanding of and find 
an eventual solution to many of our credit and distribu- 
tion problems, a review of the historical background 
would prove helpful. 

Let us consider the period which followed the Civil 
War. Distribution and credit were vitally affected by 
poor transportation facilities. Distance to markets was a 
major problem. Long terms were the order of the day. 
In that era the credit grantor was required to perform 
the function of the commercial bank. We had no Fed- 
eral Reserve System or National Banking Act. Even our 
national currency was a very uncertain entity. That 
period of commercial history was free from government 
regulations as well as the multiplicity of taxes with 
which business must reckon today. 





Consolidation Began in ’90’s 


Then came the period of commercial and industriai 
development with the opening of new frontiers, the en- 
actment of a bankruptcy system, at least for the require- 
ments of those times, and a sound currency were the or- 
der of the day. The period from 1890 to 1910 shows 
the consolidation of business enterprises, the merger of 
many small units into various national systems and the 
formation of such large national corporations as the 
United States Steel Corporation. The so-called ‘“Dia- 
mond Jim Brady” era was perhaps one of the most fasci- 
nating in the history of the development of American 
business. The part which our own National Association 
of Credit Men has played is well known to you. Fol- 
lowing the enactment of revised and improved bankruptcy 
statutes came the anti-trust laws. However, the so- 
called “Golden Age” was a period when the majority of 
laws enacted by Congress were for the benefit of business 
and regardless of the legal composition of a particular 
kind of business, be it large or small, it was able to ad- 
just itself within a comparatively short period of time to 
these new laws. 

I wonder how many of the credit executives from both 
the Dominion of Canada and the United States have 
stopped to realize that during the past year we have been 
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operating under a form of government which is consid- 
ering the social and economic side of the individual first 
and business second. I am not criticising or defending 
this policy, but simply bring it to your attention because 
of its fundamental importance. 

Credit men have been taught and might I go so far as 
to say disciplined that credit is based upon three funda- 
mentals; namely, character, capacity and capital. From 
the late 90’s to the time of the depression this yardstick 
of credit granting has tied in very nicely with the dis- 
tribution of economic goods. 


New Situations to Be Faced 


Have you stopped to realize what problems confront a 
manufacturer or distributor today in the distribution of 
his product? Since 1932 the Robinson-Patman Act has 
been enacted; a law which will certainly affect distribu- 
tion and credit policies as time goes on. The Tydings- 
Miller Act, the unfair practice acts and fair trade acts 
of the several states are in effect; and on top of all this 
we have the various state income taxes and a variety of 
sales taxes and last but by no means least the foreign 
corporation laws and taxes regulating the corporation’s 
activities within a certain state. In my opinion many of 
the state foreign corporation laws are circumventing the 
interstate commerce laws. 

Notwithstanding all of these man-made laws, we have 
the problem of unrestrained competition and inventory 
speculation. In all lines of industry manufacturers have 
courageously faced this situation by producing new prod- 
ucts and improving old ones, all of which has been 
brought out after careful study and expensive research. 
Yet when it comes to the distribution credit is extended 
beyond the proper bounds and price structures fail. 

History repeated itself in 1939 with inventory specula- 
tion soaring to unhealthy levels. I predict that these 
conditions will plague our distribution system and ad- 
versely affect our credit policies just as long as many of 
these new laws and particularly those of the Federal 
Trade Commission make it impossible for each industry 
to solve these problems. 

Our legislators and courts many years ago recognized 
the necessity for the various branches of business to col- 
lect, interchange and disseminate credit information. 
Eventually various trades and industries will be compelled 
to approach many of these problems in the simple and 
legal manner. Every industry has one or two chiselers 
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in its group and invariably it will be found that a loose 
credit policy goes along with an unsound and even reck- 
less distribution policy. 


Laws That Affect Trade 


[ now want to discuss with you some of the laws 
which many of us have not realized are indirectly affect- 
ing our distribution policies and consequently our credit 
procedure and technique. 

Take a line of business such as machinery and supplies. 
It is a foregone conclusion that at least a good percentage 
of your companies must of necessity maintain merchan- 
dise at strategic points throughout the country. Immedi- 
ately you are confronted with the foreign corporation 
tax problem as well as the various state and municipal 
property and sales taxes. What has this done to distribu- 
tion? It has simply meant this; that instead of selling 
a great many customers in a given locality you are now 
confining your business to fewer outlets, probably selling 
your product outright in order that you may continue 
doing business in interstate commerce. 

As credit executives we have been 
taught to diversify our risks; in other 
words it is much better to extend 
credit in the total amount of $10,000 
to ten accounts rather than to extend 
the same amount to only one cus- 
tomer. This means that today great- 
er care in the selection of the credit 
risk must be exercised. It means that 
you will be compelled of necessity to 
extend a much larger amount of 
credit to the individual account. 

A few years ago if you purchased 
your automobile on time payments, 
you never mentioned it across the 
bridge table and you didn’t tell your 
best friend. ‘There was a stigma to 
it, but not so today. The automobile 
industry has taught America to buy 
today and pay tomorrow. Install- 
ment selling knows no bounds; elec- 
tic refrigerators, furniture and, yes, 
machinery is now being sold in this 
manner. I have observed a tendency 
on the part of distributors in many lines of business to 
set up a modified installment purchasing plan when deal- 
ing with a manufacturer. It is well to remember that 
we are living in an era when a very sizable portion of 
the business population is endeavoring to do business on 
the other fellow’s money and to go beyond the bounds 
of good commercial credit granting. 


Are Assets Pledged? 


What has this new trend in distribution brought about? 
It has shown business men how to borrow on an asset 
which up to a very few years ago was never pledged or 
hypothecated. I speak now of the pledging of accounts 
receivable. In less than a decade the banking fraternity, 
who used to consider such a practice the last step before 
bankruptcy on the part of a customer, is now tapping this 
Teserve to its very limit as security for collateral loans. 
A few days ago our local newspaper carried a quarter 
page advertisement of one of‘our largest banking institu- 
tions in New England. This advertisement explained 
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the ABC’s of borrowing on your accounts receivable. I 
number among my acquaintances a bank official whose 
institution several years ago began to experiment with 
this type of loan. Today it is one of the most profitable 
ends of the bank’s business. There is one redeeming fea- 
ture of the banks getting into this field; they have brought 
the cost down materially and many of the abuses which 
the smaller or individual finance companies were guilty 
of have been checked. 

What effect has this on your credit policy? Simply 
this; one of the best assets upon which you have based 
the line of credit in the past has been tapped and the 
most liquid portion of it pledged and, in the event of 
liquidation, is not available for the retirement of unse- 
cured creditor claims. Our Association has been giving 
a great deal of attention to this development. Sooner or 
later unsecured creditors must have some way of know- 
ing when receivables are hypothecated. We have no 
right to say to our credit risk that he cannot follow this 
practice if he wishes, but I say we have a perfect right to 
know when he is resorting to this 
practice. I cannot recommend too 
strongly that in granting your credit 
you check this point carefully and 
treat each individual account upon its 
own merits. 

I happen to know that in the job- 
bing end of the machinery business, 
installment selling has developed to 
substantial proportions. You who are 
in the manufacturing end of the busi- 
ness should check your jobber or dis- 
tributor’s policy. The degree of 
control that is exercised and particu- 
larly the length of time that install- 
ment contracts are to run are of 
paramount significance. 

I now want to take up with you 
another development in the present- 
day methods of distribution which 
will have a further vital effect on 
your credit policy. I refer to field 
warehousing or the hypothecation of 
merchandise inventory. In the ver- 
nacular, business has only recently 
discovered that funds for trading operations may be pro- 
vided by using the merchandise inventory as collateral. As 
long as the particular commodity or article can be iden- 
tified and evaluated we now have the machinery and com- 
plete set-up to carry out this method of financing. The 
machinery and supply line is one which lends itself very 
readily in my opinion to this type of practice. I suggest 
that you inquire among the key men in your own indus- 
try as to just how far this practice is being followed. I 
am sure that if this financing procedure has not already 
begun to assert itself in your industry you are going to 
be compelled to deal with it very shortly. In the future 
we must not only accurately appraise the value of the 
inventory but should satisfy ourselves in every instance 
if it is free of any encumbrances or to what extent it is 
hypothecated. 

As I have already stated, the present-day political phil- 
osophy basically has the social level of the individual for 
a background and out of this has arisen, since, the NRA, 
the Robinson-Patman Act and (Continued on page 34) 
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Credit’s Place in the Business Set-up 


Adequate Control of Great Importance 


By Frederick S. Miller, Pace Institute, New York City 


The position which the credit department shall oc- 
cupy in a business organization depends on the need 
for control in the individual business concern. Ex- 

pressed in another way, in one concern the entire 
function of record control will be vested in the comptrol- 
ler’s department; in other concerns the comptroller is re- 
sponsible to the board of directors, even though he may 
report to the treasurer and the president. In still other 
concerns, the function of control will not be so sharply 
defined, and will be more closely interwoven with that of 
the treasurer’s department. The function of internal con- 
trol includes properly both research and methods of pro- 
cedure. While these functions include in their scope pro- 
duction operations and distribution, they are not auxiliary 
to either, but carried on independent of both. 

The function and place of the credit department in the 
business organization is somewhat similar in its relation- 
ship to that of the function of control. There is one all- 
important reason for the growing recognition that the 
credit department should be independent of production, 
of sales, and of the treasurer’s department. No major 
department can operate effectively if the function of that 
department is regarded as too ancillary and subordinate to 
the operation of another major branch of business man- 
agement. Independence of action within certain definite 
lines of authority and responsibility must be maintained. 





Importance of Credit Function 


It is true that the three main divisions of business oper- 
ation consist of what we term production, distribution, 
and finance. So long as our business system permits even 
the degree of initiative still present in American business, 
this division of operations will pertain. In a more regi- 
mented economy, such as exists in Germany today, it 
would appear that the necessity for independence of plan- 
ning, decision and action has largely been taken away from 
individual units, and now reposes in authorities set up by 
the state to make plans and see that they are carried into 
effect. Fortunately, we still operate in quite a wide realm 
of freedom. We are permitted to make our own forecasts 
and either to derive some benefits from correct guesses, or 
to pay for our blunders. 

This leads us to a consideration of whether any produc- 

"tion department can operate economically and successfully, 
if it is too much under the sway of the sales department. 
The same may be true of engineering as it applies to 
manufacturing methods and products; and of research as 
it applies to distribution. Finally, the same seems to be 
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true as regards the credit department, in its efforts to 
maintain sound policies with respect to the granting and 
redemption of credit in order that the greatest possible 
sales and profits may be derived. 

Granted that sales are the life-blood of every business, 
we cannot fairly deduce from that truism that in an effort 
to obtain sales, all other functions must be subordinated. 
Patent as this statement seems, nevertheless it is a fact 
that in thinking about the position of the credit depart- 
ment in a business organization, too many are apt to lose 
sight of the necessity for effecting proper collections in 
their zeal for moving goods. Admittedly, the functions of 
granting and redeeming credit are definitely related to dis- 
tribution. It should also be remembered that general 
credit policies and their proper administrations are of vital 
importance to efficient financial operations of a company. 


Need for Adequate Control 


It can fairly be said that production is part and parcel 
of distribution, in so far as it is impossible to contemplate 
having any distribution problems without first having the 
means of production and then actually producing. There 
are few who would hold that production should be auxili- 
ary to distribution. Anybody who has worked with sales 
departments, knows that they are continuously demanding 
production of what the market will take. Since sales de- 
partments are composed of human beings, they demand 
those products which offer the least sales resistance. It is 
necessary for the production function to be placed on a 
basis of equality with that of sales, in order that considera- 
tion be given not only to what the market will take most 
readily, but also to present production facilities and costs 
and reasonable investment in new capital equipment. 

Where agreement cannot be reached between the heads 
of these departments, the general management steps in 
to make the final decision. Here again, adequate control 
can never be attained in the absence of the general manage- 
ment having final authority to decide disputed matters 
between sales and production departments. It is well 
known to men in business, that general management needs 
the help of specialists to make detailed research, cost, and 
method studies, in order successfully to carry out its con- 
trol function. This, then, is the point to which present- 
day business has recognized the growing need for adequate 
control in our increasingly competitive economy. 

The April issue of CREDIT and Financial Manage- 
ment carried a most interesting article entitled, “What 
Does Management Expect ?”, by Mr. A. W. Howe. This 
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article dealt with the place of the credit department in 
company organization. It is replete with sound observa- 
tions on the importance of the credit function, the neces- 
sity for its being fitted hand-in-glove with the distribution 
policies as laid down by the general management, and in 
its regard for the wisdom of adhering to a sound collec- 
tion policy. Although we must agree substantially with 
most of Mr. Howe’s conclusions, nevertheless there is 
much difference of opinion with respect to the belief that 
the credit department should be adjunct to the sales 
department. 


Must Be Sales-Minded 


Credit men must definitely be sales-minded. Their 
recognition of the vital importance of good will to their 
business must be just as keen as that possessed by every 
member of the sales organization. Unfortunately, too 
often in the past this has not been the case. This is be- 
cause the credit and collections functions have not been 
handled by specialists as have production, engineering, and 
distribution. No slur upon credit men as a class, nor any 
desire to impute lack of intelligence generally among the 
group, is intended by this statement. It is simply that in- 
tensive study of credit management has, by and large, 
been a rather recent development. 

In order to comprehend the gradual development in the 
field of credit, it is necessary to go back some years and 
refresh our memories as to the manner in which business 
was carried on during most of the nineteenth century. It 
has not been more than 25 years ago since all save a 
relatively few businesses were run by individual entre- 
preneurs. These men often fulfilled five separate and dis- 
tinct functions; sometimes that of capitalist, of entrepre- 
neur, of factory head, of chief salesman, and of treasurer. 

Coupled with this situation, was one wherein the buyer 
of merchandise “came to the market” once or several times 
a year, and personally met the head of the firm with whom 
he had been doing business, and right then and there 
selected his merchandise. This direct contact between seller 
and buyer afforded the former an opportunity to make 
a credit appraisal. It would appear that this infrequent 





Credit and Financial Management... ........2..222 9 


contact did not provide adequate means for checking up on 
the credit risk. Nevertheless, the seller did have access to 
facilities offered by two general mercantile agencies as 
well as those provided by several special services. Even 
this would not have sufficed for adequate credit control, 
had it not been a fact that by and large for seventy years 
our business curve moved upward! Neither the periods of 
prosperity nor the depressions were as pronounced nor as 
severe as was experienced in 1929-1933. 


Do “Cycles” Affect Credit? 


In the latter part of 1929, we witnessed a setback in 
industrial development which in many ways was unparal- 
leled in our history. Price declines, in all save certain 
staple products for which the demand holds up in bad 
times, appeared quickly and seemingly without warning. 
This more than ever before made it impossible to deter- 
mine credit “lines” except for very short periods. Every 
phase of business was marked by violent declines. Since 
1933, industrial production again moved up very sharply, 
for over three years, and then again declined sharply in 
1937 and 1938. It seems that we are faced with the prob- 
ability of more violent gyrations in business activity, tak- 
ing place within shorter periods than was the case up 
until the late 1920’s. 

Still a further development must be considered in order 
adequately to realize the fact that the effective develop- 
ment of credit control did not move on apace with de- 
velopments in production and distribution. As we all 
know, our chief industrial problem for at least seven de- 
cades was one of production: how to produce more goods 
more economically. This required intensive study and re- 
search, with the result that production efficiency has been 
brought to a high plane. It is generally conceded that this 
problem is no longer of paramount importance. With the 
cost of goods reduced many times, and a larger supply of 
more useful and attractive articles being offered the con- 
sumer, Came an increasing struggle for markets. Hence 
the distribution problem became of prime importance, and 
no doubt this will continue to challenge the best efforts 
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in our business thinking for many years to come. 

Going back for a moment to the one-man operated busi- 
ness, it is well to observe that when his activities became 
too great and a division of responsibilities was made neces- 
sary, the credit and collections functions were gradually 
handed over to treasurers of businesses; and when 
their duties became too considerable, then to bookkeepers. 
We must not forget that the bookkeeper was not trained 
along credit lines by his past business experience. Unfor- 
tunately, it has been too generally the case that even today 
many general managements have not appreciated the scope 
nor importance of these functions. Even now, men of 
capacities equal to those which are found in engineering, 
production, and sales, have not been drawn into credit 
management. . 


Need for Trained Men 


A wider recognition of the need for using the services of 
able and trained credit men throughout business will prob- 
ably not come about until this country has gone through 
the misfortune of another major, cataclysmic depression. 
Parenthetically, it may be observed that those credit 
managers who are alert and intelligent enough to see the 
real need for effective credit management, should be of 
inestimable help to the businesses with whom they are em- 
ployed, when we again face such a depression. 


It is, of course, a fact that in certain types of businesses, 
the credit and collections functions are so closely bound in 
with the marketing function, that these must be carried 
on by the personnel which handle both. In the direct-to- 
consumer distribution method of Real Silk Hosiery Mills, 
Inc., for instance, the only direct contact between seller 
and buyer is through the salesman. This, coupled with 
the fact that the unit of sale is generally a few dollars, 
makes it necessary for the salesman to make the initial 
credit appraisal. It is recognized that even in this method 
of distribution there are certain limitations in having the 
salesman make the credit appraisal. A deposit of 20% of 
the total amount of the sale is required at the time the 
order is taken; and the merchandise is not delivered until 
the balance of 80% is paid in cash. Actually, there is 
very little of either a credit or a collection problem. There 
are numerous other businesses which will occur to the 
minds of ¢redit managers, wherein the distribution and 
the credit and collections functions are so closely inter- 
woven that, as a consequence, it is only natural and logi- 
cal that the latter two be entirely subordinate to the sales 
department. 


It has been argued that inasmuch as sales are the life- 
blood of any business, and are effected in many instances 
at increasing costs relative to other expenses of doing busi- 
ness, the credit function should be an adjunct to sales. 
The reasoning behind this argument is that good will is 
obtained at a very great cost, and that nothing must be 
done which would imperil the investment which a com- 
pany has made in building up this good will. 


Is It Possible to Be Double-Minded? 


One cannot particularly disagree with this line of argu- 
ment, if it were possible for a sales department to be both 
so completely sales-minded and so completely credit- 
minded as to achieve the maximum in profitable sales. 
Inasmuch as every department of every business is manned 
by human beings, it is only natural that a sales depart- 
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ment should be primarily interested in effecting more and 
more sales. This is so, if for no other reason than that in 
a great many businesses merchandise is sold on a commis- 
sion basis; and in a great many others bonuses are 
awarded for the obtaining of more sales. 

A business could not long exist whose only standard of 
achievement was the effecting of more and more sales, 
The criterion to be followed in this regard must be that 
of obtaining maximum sales with minimum losses. [pn 
other words (because this statement may connote hold- 
ing down credit losses to a very low percentage of sales) , 
of obtaining maximum profitable sales. 

In the matter of good will, it must be manifest that an 
intelligent and alert credit department will be completely 
mindful of the cost to the business in building up good 
will, and consequently just as appreciative of its value as 
the production department is of a piece of machinery which 
cost $10,000. or $100,000. and is producing goods the 
sale of which is keeping the business going. To say other- 
wise is to indicate that the credit department has been 
inadequately trained. With a proper appreciation of good 
will, the credit department will do everything in its 
power to foster and develop good customer relationships, 


Training in All Fields 


The successful handling of the credit and of the col- 
lections functions requires the services of a man _ possess- 
ing a background of knowledge and experience, who will 
qualify as a credit expert. In determining the necessity 
for obtaining executive personnel of this character, we 
need only consider for the moment the procedure of our 
commercial banks. They, too, market a product upon a 
credit basis. Fundamentally there are just two differences 
between their problem and that of the manufacturer. The 
banker endeavors to translate deposit credit into loan 
credit, whereas the manufacturer endeavors to exchange 
manufactured goods in return for credit. There is no 
manufacturing interval in banking, but so important does 
the bank regard the transference or sale of its credit, that 
the final decision in accepting or rejecting a particular 
application for credit rests with a Loan Officer or Com- 
mittee, standing on a par with the sales manager or the 
production manager of a business. Commercial banks 
appreciate more than industry generally, the importance 
of leaving the final credit appraisal in the hands of credit 
experts. This final decision as to whether to accept or 
reject a risk, when made by the Loan Officer or by the 
Discount Committee, is not subject to the approval or 
disapproval of the sales promotion or of the new business 
departments! 


On a Par with Sales? 


It seems apparent that the credit department should be 
on a par with production and with sales. In some busi- 
nesses, where the treasury function embraces the entire 
field of financial requirements of the business, it would 
seem that the credit manager should be adjunct to the 
treasurer. The warning may be sounded again of a dan- 
ger in too completely subordinating the credit manager to 
the treasurer, not only because the former may lean too 
heavily upon the latter for assistance in making individual 
decisions, but also because policies laid down by the gen- 
eral management should be left for execution to the indi- 
vidual department heads, subject always to the check-up 
and final control of the general management. 


. . August, 1940 
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eorganizations Under Chandler Act— 


Recent Developments in Chapter X Cases 


Discussion of Chapter XI Cases will be presented in Part II in September 


By John Gerdes, of Gerdes & Montgomery, General Counsel, 


National Association of Credit Men. 


The new Chapters X and XI of the Bankruptcy 
Act,! which have displaced the old Sections 12? and 
 77B® as vehicles for the reorganization of corpora- 
tions, have now been in effect for more than eighteen 
months. Each of them contains novel features of impor- 
tance. Has actual experience with these features justified 
them ? 

What effect will the recent decision of the United 
States Supreme Court in the Los Angeles Lumber Prod- 
ucts Company case,® have on plans of reorganization in 
proceedings under Chapters X and XI? 

This article will attempt to answer these questions. 

Upon approval of the petition for reorganization under 
Chapter X, the judge is now required to appoint a trustee 
if the liabilities of the estate are $250,000 or more.® 

Every trustee appointed in proceedings under Chapter 
X must be “disinterested”, unless a disinterested trustee 
has already been appointed and is acting.? The statutory 
definition of disinterestedness® bars the appointment as 
trustee of any creditor or stockholder of the debtor, any 
underwriter of an outstanding issue of securities of the 
debtor, and any officer, director, employee, or attorney 
for the debtor who was acting as such within two years 
prior to the filing of the petition. In addition, the dis- 
interested trustee must have no interest which is materially 
adverse to the interests of any class of creditors or stock- 
holders of the debtor. 

The trustee is charged with new responsibilities.® He 
is required to make a quick investigation of the assets and 
liabilities and to submit a brief statement of his findings.1° 
He must determine what claims, if any, exist in favor of 
the debtor against past management,!1 and report whether 
a more detailed investigation of the past conduct of the 
business is desirable. The results of this investigation 
must be submitted to the creditors and stockholders of 
the debtor in such form as the judge may direct.12 Notice 
to all the directors and stockholders that they may submit 
to him suggestions as to the matters which ought to be 
included in the plan of reorganization, must also be given 
by the trustee.13 

If authorized to operate the business or manage the 
property of the debtor, the trustee has the additional duty 
of filing comprehensive periodic reports of such operation 
or management with the court.!4 Copies or summaries 
of these reports are generally submitted to the parties in 
interest, 15 


After completing his initial report, the trustee must 


prepare a plan of reorganization,1® a duty which was 
never imposed upon a receiver in equity or a trustee under 
Section 77B.17 
Chapter X also gives the Securities and Exchange Com- 
mission a new and important status in the proceedings.1 
It may, with the approval of the judge, file a notice of 
appearance. Upon such filing it has the same status in 


Author: Member of the firm of Gerdes & Montgomery of the New 


York Bar; Chairman, Committee on Reorganizations of the American 
Bar Association (Commercial Law Section); Chairman, Committee on 
Bankruptcy and Reorganization of the Association of the Bar of the 
City of New York; Professor of the Law of Corporate Reorganizations 
at the New York University School of Law; Author of Gerdes, Corporate 
Reorganizations (3 vol. 1936) and numerous articles in legal periodicals. 

* This article contains the substance of an address by the author be- 
fore the Institute conducted under the auspices of the Virginia Bar 
Association and the law schools of Virginia, held in Richmond, Virginia, 
January 13, 1940. Copyrighted Virginia Law Review. 

1 Bankruptcy Act, 52 Stat. 840, 11 U. S. C. §§ 1-1103 (Supp. 1938). 
Subsequent citations to the Bankruptcy Act will refer to section numbers 
alone. Sections of Chapter X are numbered from 101 to 276. Sections 
of Chapter XI are numbered from 301 to 399. 

230 ‘Stat. 549 (1898), 11 U. S. C. § 12 (1934). 

348 Stat. 912, 11 U. S. C. § 207 (1934). 

*The Act was approved by the President, June 22, 1938, and became 
effective September 22, 1938. 

5308 U. S. 106 (1939). 

®§ 156. If the liabilities of the estate are less than $250,000, the 
judge may in his discretion either appoint a disinterested trustee or con- 
tinue the debtor in possession. 


7§ 156. An additional trustee who is a director, officer, or employee 
of the debtor may be appointed by the judge. This additional trustee, 
however, has only powers and duties in connection with the operation of 
the business. §§ 156, 189. This provision was inserted as a concession 
to those who insisted that the judge should be permitted to appoint one 
trustee who is familiar with the business of the debtor. See Gerdes, 
Corporate Reorganizations: Changes Effected by Chapter X of the Bank- 
ruptcy Act (1938) 52 Harv. L. Rev. 1, 11. With certain exceptions, 
the attorney appointed to represent the trustee must also be a disinter- 
= person within the meaning of the Act. § 157. 

158. 

®For a discussion of the trustee’s duties, see Gerdes, supra note 7, at 
12-15; Jackson, The Relationship of the Trustee to Reorganization under 
the Chandler Act (1939) A3 Corp. ReEorc. 112. 

10 $167 (5). There is some question as to the duty of the trustee to 
prepare and submit such a statement when the judge does not direct an 
investigation. The statute, however, may be construed to require a state- 
ment based upon such information as the trustee acquires, even if a 
formal investigation has not been ordered by the judge. See Sen. REp. 
No. 1916, 75th Cong., 3d Sess. (1938) 30; Gerdes, supra note 7, at 13. 
But see Heuston, Corporate Reorganization under the Chandler Act 
(1938) 38 Cor. L. Rev. 1199, 1213. 

1 § 167 (3). 

128 167 (5). 


13§ 167 (6). 

mt 189. The period to be covered by such reports is designated by 
the judge. It would seem that a report must be filed at least once yearly. 
§ 190; see Gerdes, supra note 7, at 18. 

The Bankruptcy Rules for the District Court for the Southern District 
of New York, adopted Sept. 28, 1938, require the trustee to file such a 
report monthly. Rule X-14. 

1%8§ 190. The act requires copies or summaries of annual reports to be 
submitted to creditors, stockholders and indenture trustees, and the court 
may direct other reports to be submitted to the same parties. The Se- 
curities and Exchange Commission may recommend the form of such 
reports or summaries. 

1%6§ 169. The time within which to submit such a plan is fixed by the 


judge. 

Until recently the merits of a plan of reorganization were deemed of 
no interest to the court. It has been assumed that the proponents of the 
reorganization would promulgate a plan and bring it before the court 
for proper action. 1 GeERpEs, CorPORATE REORGANIZATIONS (1936) § 16; 
‘esis 1036; Gerdes, supra note 7, at 13-15; Jackson, supra note 9, at 

8 The participation by the Securities and Exchange Commission in re- 
organization proceedings under Chapter X is discussed in detail at pp. 
1010-13 infra. 
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the proceeding as a party in interest who has been granted 
intervention, except that it is not permitted to appeal.19® 
If the estate has liabilities exceeding three million dol- 
lars, any plan or plans which he deems to have merit, or, 
to use the language of the statute, which “are worthy of 
consideration”, must be referred by the judge to the Se- 
curities and Exchange Commission for report as to the 
merits.2° If the estate’s liabilities do not exceed three 
million dollars, the judge may in his discretion refer the 
plan to the Securities and Exchange Commission.21 In 
either case the report of the Commission is advisory only 
and the judge is free to disregard its recommendations.22 


When the plan is referred to the Securities and Ex- 
change Commission, the judge fixes the time within 
which the Commission must make its report.2% The 
judge is not permitted to approve any plan until after 
the receipt of the Commission’s report, if any, or the ex- 
piration of the time fixed for the filing of such report.24 


When acceptances of a plan are solicited from creditors 
and stockholders, a copy of the report of the Securities 
and Exchange Commission, if any, or a summary of that 
report prepared by the Securities and Exchange Commis- 
sion, must be sent, even though such report may recom- 
mend rejection of the plan.?5 


Prior to the submission to the creditors and stockholders 
of copies of the plan, the opinion of the judge, and the 
report of the Securities and Exchange Commission, there 
can be no solicitation of acceptances of the plan, unless 
the Court has given specific consent to such solicitation.26 
Without such consent, any acceptance which has been 
given before that time, or any authority to accept, no 
matter what the form of that authority, is absolutely 
null and void and without effect.27 


These, in brief outline, are the important novel fea- 
tures of Chapter X. They relate principally to the new 
duties and powers given to the Securities and Exchange 
Commission and to “disinterested” trustees. The manner 
in which these new duties have been performed, and 
powers exercised, and the effect on the reorganization pro- 
ceedings, will now be considered. 


Few proceedings have been conducted under Chapter 
X. General statistics are not available. Judgment of 
the value of the work of the disinterested trustee and the 
Securities and Exchange Commission in reorganizations 
under Chapter X, must, therefore, be based upon an 
intimate and personal knowledge of specific reorganiza- 
tions. It is for this reason that the writer has devoted so 
much of the following discussion to situations in which 
he has been a direct participant. 


Functioning of the Disinterested Trustee 


As recrganizations which illustrate the functioning of 
the disinterested trustee under Chapter X, the writer has 
selected the reorganization proceeding of Reynolds In- 
vesting Company, which is pending in the United States 
District Court for the District of New Jersey,2® and the 
Teorganization proceeding of McKesson & Robbins, Inc., 
_ which is pending in the United States District Court for 
the Southern District of New York.2® 

Upon the approval of the petition, Judge Fake ap- 
pointed two disinterested trustees. 

The debtor corporation was an investment trust which 
for a number of years had been rather inactive. Its port- 
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folio had been in a static condition for a long period of 
time and had every prospect of continuing in that state, 
The trustees examined the portfolio and decided that there 
was no need for haste in the liquidation of any of the 
securities. 

An immediate decrease in general expenses and the elim- 
ination of the salaries of officers resulted in reducing the 
amount of operating expenses by over fifty per cent. 

In valuing the assets and liabilities of the company, the 
trustees were confronted with a difficult problem.?9 Ap 
important part of the portfolio consisted of large blocks 
of corporate securities which had nominal markets, but 
markets so thin that efforts to sell the holdings would 
break their prices. It was necessary, therefore, for the 
trustees to determine the present value of these securities 
by a consideration of factors other than market prices, 
The difficulties in making these appraisals will be appar- 
ent when it is known that, prior to the appointment of 
the trustees, hearings in the proceeding had been held 
over a period of eight months to determine whether the 
company was insolvent.21 The controversy concerned 
itself entirely with the values of these securities. The 
hearings resulted in no conclusions regarding such values, 
and the trustees were appointed by general consent in. 
order to put an end to the fruitless continuance of such 
hearing. The trustees, after an analysis of the assets, 
liabilities and earnings of the respective corporations— 
past, present and prospective,—fixed values which have 
not been questioned or challenged. 

About a year prior to the appointment of the trustees, 
the old management of the company had sold and de- 
livered control of the board of directors to a group of 
persons who were financially mrresponsible. The new group 
substituted worthless securities for valuable securities in 
the portfolio, and their activities, extending not only to 
this particular investment trust but also to other invest- 
ment trusts, resulted in their indictment in both the fed- 
eral and state courts. The trustees unearthed the facts 
as to this transaction, as well as other transactions in 
which the old management had been guilty of misconduct 
or negligence, by a complete and thorough investigation. 
An examination of all the records and books of the com- 
pany was made. Numerous witnesses were examined, in 
New Jersey, New York, and Virginia, under the provi- 
sions of Section 21a of the Bankruptcy Act.32 Detailed 


19 § 208. The Commission is required to file a notice of appearance if 
the judge so requests. 


20§ 172. 
21 [bid. 
22 Tbid. 
23§ 173. 
28 174. 
=f! 175 (3), 176. 
%§ 176, 
7 [bid. : 
28 This proceeding was initiated by the filing of a creditors’ petition 
on May 18, 1938. The petition was not approved, however, until Janu- 
ary 19, 1939. James D. Carpenter, Jr., and the writer were appointed 
trustees. At the request of the Judge, and with the consent of all the 
interested parties, they are acting as their own attorneys. 


2 This proceeding was initiated by the filing of a voluntary petition by 
the debtor on December 8, 1938. nm December 5, 1938, receivers of 3 
the Company’s property had been appointed by the Connecticut District 
Court upon the application of a holder of 2,000 shares of the Company's 
common stock. @ receivers were superseded by the appointment of 
the trustees in the Chapter X proceeding. The writer’s firm, Gerdes 
& Montgomery, are the attorneys for the Merchandise Creditors’ Com- 
mittee which represents claims aggregating more than $8,000,000. 

2 § 167 (5), among other things, requires the trustee at the earliest 
practicable date to prepare and submit a brief statement of his investi 
gation of the financial condition of the debtor. ae 

%1 The petition must include an allegation that the debtor is insolvent 
or unable to pay his debts as they mature. § 130. This allegation was 
denied in answers filed by the debtor and certain preferred and common 
stockholders. 


8 § 102, provides that the provisions of Chapters I to VII, with cet- 
tain stated exceptions, shall apply to proceedings under Chapter X. 
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qudits of the books of brokerage houses were made. 


Pending actions were prosecuted. New actions were in- 
stituted. Suits to recover more than $3,000,000 are now 
pending. Intricate questions of fact are involved—novel 
questions of law have been raised. Appeals as to questions 
of pleading have already been heard and passed upon by the 
New York Court of Appeals.?3 . 


An eighty-three page printed report—setting forth in 
summary manner the facts revealed by their investigation, 
the data on which the values of the portfolio securities 
were based, and information regarding the financial con- 
dition of the company—was prepared by the trustees and 
mailed to all creditors, stockholders and other interested 
parties.34 


The trustees were next faced with the problem of pre- 
paring and submitting a plan of reorganization.?> Here 
again the task of the trustees was not a particularly easy 
one. 

Before the appointment of the trustees, the commit- 
tees representing security holders had already had numer- 
ous conferences in an effort to agree upon a plan. They 
continued their efforts after such appointment. A plan 
was finally evolved by them and submitted to the trustees. 
The time and thought expended on their plan is partially 
indicated by the fact that it went through eleven print- 
ings before it was submitted to the trustees. 


The plan proposed by the committees contemplated 
a continuance of the business as an active investment trust. 
The Securities and Exchange Commission appeared to be 
of the opinion that the company’s assets should be liqui- 
dated immediately and the proceeds distributed among the 
security holders. Since some of the holders of debentures 
agreed with the Commission, the adoption of either of 
these views by the trustees would have resulted in pro- 
longed and costly litigation. 


Careful consideration of the opposing views convinced 
the trustees that the plan proposed by the committees was 
not fair, equitable and feasible within the meaning of 
Chapter X. On the other hand, the trustees also found 
that they could not accept the view of the Securities and 
Exchange Commission. The trustees agreed with each in 
part and with neither as to other parts. They agreed with 
the Securities and Exchange Commission that it would be 
unfair and inequitable to compel the debenture holders to 
tisk presently realizable values in a continuing investment 
trust operated primarily for the benefit of the stockholders. 
However, the trustees also deemed it unfair to insist upon 
an immediate liquidation which would result in the reali- 
zation of forced sale values to the serious detriment of all 
parties in interest, including holders of debentures. 


After numerous conferences with the representatives 
of all classes of security holders and the Securities and 
Exchange Commission, the trustees finally prepared what 
was, in effect, a plan for the liquidation of the company 
over a period of time which would give reasonable oppor- 
tunity for realizing the true value of the portfolio, while 
at the same time affording complete protection to the 


senior interests by giving them control of the manage- 
ment. 36 


With modifications proposed by the trustee after the 
hearings, the plan was approved by the Judge, the Securi- 


ties and Exchange Commission, and all the parties in 
interest.37 
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The McKesson & Robbins Reorganization 


The McKesson & Robbins reorganization presented a 
situation entirely different from that of Reynolds Invest- 
ing Company. 

McKesson & Robbins, Incorporated, has been engaged 
for a number of years in the business of drug jobber and 
manufacturer of drugs. It is considerably larger than the 
Reynolds Investing Company. As against an outstanding 
debenture issue of approximately three and one-half mil- 
lion dollars in the Reynolds case, the McKesson Company 
has outstanding a debenture issue of approximately six- - 
teen million dollars. It has other unsecured claims of 
approximately fourteen million dollars, preference stock 
outstanding to the extent of thirty million dollars, and six 
million dollars of common stock. After full provision for 
the claims of creditors, apparently at least thirty-one mil- 
lion dollars of assets are available for the interests of the 
preference and common stockholders, without including 
trade marks and good will.?8 A valuation of the company 
based on a capitalization of its earning power as demon- 
strated since the filing of the petition in bankruptcy will 
show, it is believed, a substantial equity for the common 
as well as the preference stockholders.?® 


It is unnecessary to elaborate upon the facts leading to 
the reorganization of this company. The public press has 
featured the fact that the president of the Company, a 
former criminal, operating under an assumed name, ap- 
propriated some of its assets, having fictitious transactions 
entered upon the company’s books to conceal the fact and 
to inflate the company’s earnings. 


Although the actual thefts totaled only approximately 
three million dollars, the juggling of the books resulted 
in the inclusion of fictitious assets of twenty-one million 
dollars in the balance sheet of the company. 


The initial problem of prime importance in this re- 
organization was management. The business is tremend- 
ous in size and wide in geographical distribution. It is an 
aggregation of smaller units which were consolidated into 
one unit by purchase, payment being made with McKesson 
stock. In most cases the former owners of the units taken 
through consolidation retained their McKesson stock and, 
as officers and directors, of McKesson, continued to man- 
age their units as divisions of the McKesson Company. 
The Company has about seventy-eight different offices in 
thirty-six states and two foreign countries. 


%8 Gerdes v. Reynolds, 281 N. Y. 180, 22 N. E. (2d) 331 (1939). 


Pe ns of John Gerdes and James D. Carpenter, Jr., as Trustees, 
dated August 8, 1938. 


%§ 169. See notes 16, 17 supra. 


36 A plan may propose liquidations as well as the continuation of the 
debtor as a going concern. In re Central Funding Corp., 75 F. (2d) 256 
(C. C. A. 2d, 1935); In re State Lake Building Corp., C. C. H. Bankr. 
Serv. J 3515 (D. C. Ill. 1935). But see Im re 1688, Milwaukee Corp., 
99 F. (2d) 686 (C. C. A. 7th, 1938). 


3%? The plan was approved by the judge on April 19, 1940. 


% The Company’s assets, excluding trade marks and good will, ex- 
ceeded sixty-nine million dollars on September 30, 1939. 


% Since the decision of the United States Supreme Court in Case v. 
Los Angeles Lumber Products Co., 308 U. S. 106 (1939), the question 
of valuation in determining the right of creditors and stockholders to 
participate in a plan of reorganization has become one of increasing 
importance. Where a continuation of the debtor as a going concern is 
contemplated, it would seem that a valuation based on capitalization of 
earning power should be used rather than one based on liquidation. 
This seems to be the view which has been adopted by the Securities and 
Exchange Commission. In re National Radiator Corp., S. E. C. Corp. 
Reorg. Release No. 10 (1939), C. C. H. Bankr. Serv. 9 51,960; In re 
La France Industries, . Corp. Reorg. Release No. 16 (1939), 
C. C. H. Bankr. Serv. 9 52,051; see FinLetTeR, THE Law or BAnx- 
RUPTCY REORGANIZATION (1939) 555 et seq. 
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Judge Coxe, in his order approving the petition, ap- 
pointed a disinterested trustee.*® The trustee conducted 
an investigation of the assets of the company, and has to 
date prepared and submitted three reports giving a com- 
plete picture of the company’s past history, its current 
operations and profits and its future prospects.*1! 


The results obtained by the trustee in his operations of 
the business are impressive. During 1939 the trustee 
showed a net profit, before provision for Federal Income 
taxes and trustee’s expenses, of $5,025,091, whereas the 
profits for the year 1938 when put on a comparable basis 
were $2,475,364—an increase for 1939 of slightly over 
100%. The earnings for 1939 were considerably better 
than for any previous year for which reliable figures are 
available. 


The parties in interest have been supplied with complete 
information by the reports of the trustee and have been 
requested by him to submit suggestions for a plan of reor- 
ganization.42. The plan of the trustee has not yet been 
formulated. The representatives of the security holders 
are cooperating with the trustee in an effort to prepare 
a plan which will be satisfactory to the various interests 
involved and comply with the statutory requirements. 


Comments on Reynolds Investing and McKesson Cases 


These two reorganizations, Reynolds Investing Com- 
pany and McKesson & Robbins—in both of which disin- 
terested trustees were appointed—illustrate the results 
which it is believed are being secured generally in reor- 
ganizations under the provisions made effective by the 
Chandler Act. They are significant as allaying, to some 
extent at least, two important criticisms of these pro- 
visions. 

When the enactment of the Chandler Act was being 
considered, a fear generally expressed was that the re- 
quirement that the trustee be disinterested would result 
in management of the business by a trustee entirely un- 
familiar with it, and that such management would disrupt 
and disorganize the business and result in serious losses.** 


This fear was not realized in the McKesson & Robbins 
case, where the trustee, a total stranger not only to the 
Company but also to the business in which it was engaged, 
secured operating results far superior to those secured by 
the old management in any year of the company’s history 
for which reliable figures are available. 


Fear was also expressed that disinterested trustees, 
charged with the duty of preparing plans of reorganiza- 
tion, would perform this task in virtual seclusion and sub- 
mit plans which, although perfect in theory, would be 
wholly impractical—plans which would have no chance 
of receiving the support of the security holders.44 The 
procedure followed in the Reynolds Investing Company 
case, which it is believed will be commonly adopted in 


4° On December 8, 1938, William J. Wardall was appointed disinter- 
ested trustee. At the same time an additional trustee was appointed who 
was the executive vice-president of the Company. The latter, however, 
resigned less than two weeks later, his resignation having been accepted 
by an order of the Court dated December 19, 1938. Since then Mr. 
Wardall has acted as sole Trustee. 

#1 First Report dated January 27, 1939; Second Report dated July 1, 
1939; Special Report dated November 22, 1939. 

“This request accompanied the Special Report dated November 22, 
1939. 

43 See Hearings before Subcommittee of Senate Judiciary Committee on 
H. R. 8046, 75th Cong., 2nd Sess. (1937-1938) 30, 85. 

“See Hearings before House Judiciary Committee on H. R. 6439, as 
amended by H. R. 8046, 75th Cong., Ist Sess. (1937) 147; Jackson, 
supra note 9, at 114-116. 
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other cases, furnishes a satisfactory answer to this Criti- 
cism. 


The Security and Exchange Commission 


The novel provisions of Chapter X dealing with the 
participation of the Securities and Exchange Commission 
in reorganization proceedings*® have also been tested in 
practice during the past eighteen months. A reasonable 
judgment of the results may now be offered. 

In practice the Securities and Exchange Commission 
has been filing its notice of appearance at the earliest prac- 
ticable moment in cases under Chapter X in which it js 
mandatory to have the plan referred to it for report, ic. 
in reorganizations in which the liabilities are in excess 
of three million dollars.4® In smaller cases its participa- 
tion depends upon the particular facts of each case. As a 
rule the Commission seeks to intervene in all cases in 
which a public investor interest is involved. Where the 
face amount of the debtor’s publicly held securities is less 
than a quarter of a million dollars, the Commission gen- 
erally assumes the absence of a public investor interest and 
does not seek intervention. 

Participation of the Securities and Exchange Commis- 
sion in reorganization proceedings instituted under super- 


‘seded Section 77B47 of the Bankruptcy Act, is also de- 


pendent upon the specific factual situation in each case. 
As a general rule the Commission has not sought to 
participate in proceedings which have reached an advanced 
stage.*8 Where the proceedings were still in an initial 
stage, the Commission has sought intervention when it 
deemed a public investor interest was involved. 

In the Reynolds Investing Company reorganization, in 
which the petition was filed in May, 1938, the Commis- 
sion filed its notice of appearance immediately after the 
Chandler Act became effective, because at that time no 
progress had been made in the case.4® In the Postal 
Telegraph Co. case, hearings on a plan of reorganization 
were being held when the Chandler Act became effective. 
The Commission did not make an application for inter- 
vention at that time, although subsequently, at the request 
of the judge, it filed a notice of appearance in order to 
assist on the question of allowances.5° In two other cases, 
involving the Standard Tobacco Company and R. K. O., 
the Commission intervened at a rather late stage in the 
proceedings, but participation in each case was requested 
by the judge. 

As the McKesson & Robbins petition was filed after 
the provisions of Chapter X became effective, the Com- 
mission filed its appearance immediately. (Cont’d P. 28) 


** For a discussion of the Commission’s participation in Chapter X pro- 
ceedings, see Address by Jerome N. Frank, Chairman, Securities and 
Exchange Commission, delivered before The Association of the Bar of the 
City of New York, March 27, 1940; Address by J. Anthony Panuch, 
Special Counsel, Reorganization Division, Securities and Exchange Com- 
ae st before New York County Lawyers Association, Novem- 

r 21, : 


 § 172. 


_ “ The provisions of Chapter X are applicable to reorganization proceed- 
ings commenced more than three months prior to its effective date, only 
in so far as they are deemed practicable by the judge. § 276 (c) (2). 
London v. O’Dougherty, 102 F. (2d) 524 (C. C. A. 2d, 1939); In re 
Old Algiers, 100 F. (2d) 374 (C. C. A. 2d, 1938); In re Philadelphia 
& Reading Coal & Iron Co., 27 F. Supp. 256 (E. D. Pa. 1939). 

#8 Where the preparation of a plan has reached an advanced stage, the 
judge has generally declined to submit it to the Securities and Exchange 
Commission for its report. In re Prudence Co., 25 F. Supp. 205 (E. D. 
fh In re Brown Co., C. C. H. Bankr. Serv. § 51,708 (D. C. 
Me. i 


*® The petition in this-proceeding, although filed on May 18, 1938, was 
not approved until January 19, 1939. 


% The Commission is required to file a notice of appearance if requested 
to do so by the judge. § 208. 
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~"Short-Cuts’ in Billing Routine 


How One Manufacturer Handles This Work 


By R. J. Sever, Assistant Treasurer, P. R. Mallory Company, Indianapolis, Ind. 


Many billing procedures require three separate op- 
erations to complete—first, all extensions must be 

\ figured, then the bill must be typed, and, finally, the 

completed bill must be checked. Any system which 
combines two of these steps into one can immediately 
show tangible advantages—advantages which are particu- 
larly “newsworthy” right now when office procedure is 
receiving its closest scrutiny from business. 

Such a billing system can be found at P. R. Mallory & 
Co., Inc., Indianapolis, Indiana, manufacturers of parts 
for radio, electrical, automotive and industrial fields. Not 
only are typing and extending handled as one continuous 
operation in Mallory’s billing department, but, also, other 
worthwhile savings are realized which stamp the entire 
procedure as unusually efficient. 

The Mallory Company’s products go chiefly to manu- 
facturers, and to radio parts wholesalers for the replace- 
ment market. Branch sales offices are maintained in New 
York, Philadelphia, Buffalo, Cleveland, Detroit, Chicago, 
San Francisco, and Los Angeles, but all customer billing 
is done from the home office in Indianapolis. 


Handling 3000 Active Accounts 


Approximately 3000 accounts can be classified as active 
of which about 1000 are wholesale and 2000 are manu- 
facturing. Since the billing routine is fundamentally the 
same in both instances, this article will confine itself to 
the invoicing of manufacturers. 

Mallory’s business, by its very na- 
ture, is highly technical, and, for the 
most part, the invoicing involves 
lengthy, detailed descriptions of the 
items billed. Two or three line in- 
voices here are almost the exception 
rather than the rule, although for 
purposes of simplicity a three-line in- 
voice is shown in the illustration. It 
is not at all uncommon for invoices 
to run several pages, and one day, 
not so long ago, a single bill required 
26 pages, which is the all-time high 
to date. 

With this condition existing, it be- 
came highly desirable to avoid as 
much re-handling of the bills as pos- 
sible. This made it natural to look 
for a billing machine that was 
equipped with both typing and com- 
Puting-printing mechanisms. When 
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investigation revealed a machine which not only filled that 
requirement, but also performed all extensions by direct 
mechanical multiplication, Mallory felt that they had 
found the answer—that they did has been proven by 
several years’ intensive operation of the plan with emin- 
ently satisfactory results. 


Reduces Billing to Simplest Form 


As R. J. Sever, Assistant Treasurer, aptly puts it: “We 
like our system because it reduces billing to its simplest 
elements, eliminating all unnecessary steps. We start out 
with a blank bill in the machine, and it is removed as the 
finished product. Aside from checking, there is nothing 
more to be done to it.” 

When an order is received from the John Smith Com- 
pany of Chicago, a sales production order is immediately 
issued showing the dimensions, materials and all other 
necessary specifications for filling the order. By and large, 
Mallory products are tailor-made to the customer’s re- 
quirements which means that they are individually en- 
gineered in nearly all cases. 

Following preparation of the manufacturing procedure 
by the engineering department, John Smith Companys’ 
order goes into actual production. When completed and 
ready for shipment, the shipping department makes out a 
multiple-copy bill of lading, one copy of which serves as 
the billing media. Orders may be shipped in whole or in 
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part, according to the customer’s 
wishes, but, in any case, bills of lading 
and invoices are written to cover ship- 
ments as they are made. One order 
may thus be spread over three or four 
invoices. 

After matching the bill of lading 
with the order, the order department 
prices—but does not extend—the or- 
der and sends it to the billing depart- 
ment. Without exception, all goods 
shipped yesterday are billed today, 
thus releasing posting data to the ac- 
counts receivable department almost 
immediately. 


Logotype Keys Are Used 


With the production order before 
her, the billing machine operator types 
in the heading of the bill. This is 
just as it would be done on a type- 
writer with one important difference 
—in some instances the use of a logo- 
type key accomplishes in one stroke 
what would require several key strokes 
on a typewriter. In the bill illus- 
trated, for example, each item indi- 
cated by an arrow is printed by a 
logotype key in one keystroke. Use 
of logotype keys in this particular 
bills’ heading saved 15 key depres- 
sions. As each line is written on the 
machine, the carriage returns elec- 
trically at the touch of a key to the 
starting position for the next writing 
line, and the bill spaces up auto- 
matically. 

After the heading is completed, the 
operator begins the body of the bill. 
She first types in the quantity covered 
by the invoice, and, unless this is only a partial shipment, 
skips the next column. She next types in a description of 
the item being billed. In this particular instance, the 
description COND is printed in one stroke by depressing 
a logotype key. After entering the unit price in the ma- 
chine’s computing section, the operator depresses multiply- 
ing keys for the quantity, and the machine multiplies the 
two figures mechanically, printing the answer in the gross 
amount column at the touch of a single key. 

The same procedure is followed for the remaining two 
items with the machine multiplying price times quantity 
in each case. When the last entry has been made, a single 
keystroke draws a line across the gross column, and the 
operator prints under it, with a single keystroke, the grand 
gross total which the machine has been accumulating 
automatically. The machine mechanically computes the 
amount of the chain discount, and prints it in the net 
amount column. Again the line is drawn and again the 
total prints from a single key depression. As the last step, 
the postage is added, the line drawn and the net amount 
of the bill printed. 
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serting sets of forms into the carriage individually, Mal- 
lory uses continuous form bills. These are in seven parts 
ordinarily with two copies going to the customer, one to 
the accounts receivable posting clerk, one to the account- 
ing department, one to the salesman, one to the cost de- 
partment and one to file. Some customers want three 
copies instead of two, and in those cases eight parts are 
written simultaneously. 

Because of the unusual length of most of Mallory’s 
bills, production figures do not give a true picture of the 
work actually being done. A comfortable daily average 
total would be probably 500 for the three machines. Put 
another way, this amounts to around 4500 posting lines 
per day, or 1500 lines per operator per day. “Peak” bill- 
ing loads are no particular factor at Mallory’s as the 
work is spread fairly evenly throughout the month. 

Mr. Sever names speed and elimination of unnecessary 
motions as the outstanding results attained by Mallory’s 
“streamlined” billing procedure. “We proceed to the 
desired result by the shortest possible route—a direct 
line,” he emphasizes. “Anytime you can eliminate or con- 
solidate operations you save time and money, and we 
certainly feel that our system has done that for us. 

“Little things add up to savings (Cont’d on P. 29) 
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Accounting on Government Contracts 


A Method for Determining Production Costs 


By R. M. Woodham, Technical Assistant to the Treasurer, Wright Aeronautical Corporation, 
Paterson, N. J. 


The aviation industry is a lustily growing infant 
that is several kinds of a problem child to its parents 
or administrators. To begin with, it draws on all 
the more well established fields of business in the 
design of its products, using in every case the latest 
techniques, and presenting numerous unsolved problems 
to the older arts. Its prime requisite, strength and de- 
pendability without weight and bulk, is a feature relatively 
unimportant in other fields of transportation, that is, until 
recently. Add to this the fact that advances in the art, 
both fundamental and detail, occur with bewildering 
rapidity, and you have a rough idea of the problems indi- 
cated to an accountant who must correlate all operations, 
provide for a system sufficiently flexible to encompass fre- 
quent changes, and yet satisfy the requirements of govern- 
ment agencies who are constantly on the watch to examine 
your price structure, question your pro-ration of charges 
and restrict your profit. 

In such a complex industry the determination of costs 
is an intricate matter requiring a great deal of experience 
and necessarily involving a large amount of judgment 
and discretion. Some years ago a uniform accounting 
plan was developed and adopted by the entire industry. 
This plan greatly facilitated the work of Army and Navy 
auditors as well as the accounting organizations of the 
contractors. With the introduction of the Vinson Act 
in 1934, a profit limitation Act relying upon the Bureau 
of Internal Revenue for the determination of costs, the 
situation was further complicated by the rules and regu- 
lations of the Treasury Department. Therefore the vari- 
ous government audit schedules on which rest the deter- 
mination of the margin of profit become a matter of pro- 
found importance. 


Requirements Affecting Government Contracts 


Any of you who have had the opportunity of handling 
government business in your establishment are probably 
aware of the innumerable regulations and details required 
throughout the course of the contract. I shall simply list 
some of the requirements in order to present a ground- 
work for the later determination of costs on government 
orders, 

1, Preparation of bid to governmental requirements. 

2. Design of product to Army and Navy specifications, 

not to mention the desires and prejudices of the par- 
ticular government customer, etc. 


~_—_.. 


*From a Bulletin issued by National Association of Cost Accountants, 
New York City. 
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Fabrication to government process specifications on 
material, heat-treating, plating, riveting, welding, 
cleaning, finish, etc. 

Purchasing of material that must be either source 
inspected or passed by the contractor’s inspection 
department on receipt. 

Maintenance of a product and process inspection de- 
partment for 100 per cent inspection of all parts, 
satisfactory to the government representatives as- 
signed to the plant. 

Testing and acceptance of product to government 
specifications, both at the contractor’s plant and in 
the laboratories of the military services. Such tests 
are very extensive in the case of experimental articles 
and may involve a number of different agencies over 
a period of more than a year. 

Shipment of product on government bills of lading 
in containers regulated by government specifications. 
An important consideration affecting all the above 
procedures is the Walsh-Healy Act and the Wages 
and Hours Bill requiring classification of, and re- 
ports on every employee. 

Compliance with: 

a. Harter-Sheppard Act of 1940. An Act au- 
thorizing the Army and Navy to award con- 
tracts for aircraft parts and accessories to the 
three lowest responsible bidders that can satis- 
factorily perform the work to the best ad- 
vantage of the government. The authority 
runs only until June 30, 1941. 

b. Air Corps Act of 1926. Classifying aircraft 
procurement under competitive bidding, nego- 
tiated contracts, or design competition. 

c. Davis-Bacon Act of 1931 specifying that pre- 
vailing wage rates shall be applied to contracts 
on public works. 

d. Eight Hour Law of 1912. 

Vinson Act reports on all Army or Navy orders for 
new equipment in excess of $10,000. The Vinson 
Act provides that the Secretary of the Navy and the 
Secretary of War are not authorized to close con- 
tracts with any contractor unless the contractor 
agrees: 

a. To make a report under oath to the Secre- 
tary of the Navy or the Secretary of War 
upon the completion of the contract. 

b. To pay profit in excess of 10 per cent for 
naval vessels and 12 per cent for Army and 
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Navy aircraft to the Treasury Department, 
computed on all Army and Navy contracts 
separately, completed in any one year, pro- 
vided : 

(1.) Net loss or deficiency of profit may be 
allowed as credit against excess profit 
for the next successive four income tax- 
able years. 

(2.) If such amount is not voluntarily paid 
the Secretary of the Treasury shall col- 
lect same under the usual methods em- 
ployed to obtain Federal income taxes. 

(3.) This section shall not apply to contracts 
for scientific equipment used for com- 
munication, target detection, navigation 
and fire control. 

c. To make no sub-divisions of any contract for 
the purpose of evading provisions ot the Act. 
d. To make accessible to any person designated 
by the Secretary of War, the Secretary of the 

Navy, the Secretary of the Treasury, or a 

duly authorized Committee of Congress, the 

manufacturing space and books of its plant or 

afhliates for inspection and audit. 
e. To make no subcontracts unless the subcon- 

tractor agrees to the foregoing conditions. 

Section 3 of the Act itself is not lengthy or involved. 

The accounting procedure directing and amplifying the 
requirements of the Act is contained in various treasury 
decisions and income tax rulings of which the’ two latest 
are TD-4906 and TD-4909 which may be secured from 
the Government Printing Office in the Internal Revenue 
Bulletin No. 1939-27, dated July 3, 1939. The Vinson 
Act report encompasses a detail handling of all direct 
and indirect costs together with their manner of prorating, 
adjustments for material and labor cost variations, allo- 
cation of overhead charges, etc., as applied to individual 
contracts and to all contracts completed in any one year. 
It should be noted that a// contracts in excess of $10,000 
completed after March 27, 1934 are subject to the Vinson 
Act whether or not the Act is specifically mentioned in 
the original contract wording. 


Subcontractors 


In order to develop the accounting procedure necessary 
to satisfy the above requirements we shall examine a 
typical Vinson Act report. 

First we have direct charges of material, labor, and 
overhead. Simple, isn’t it? But let us examine it fur- 
ther. Under material, if the contract be of sufficient size, 
there are subcontracts, and thereby hangs a headache. 
Subcontracts are orders to any one vendor totaling more 
than $10,000 of supplies for any one contract. One of 
the most difficult details in the proper handling of sub- 
contracts is to determine the liability of a subcontractor 
on the basis of the incomplete information available at 
the beginning of a contract. Some manufacturers simply 
stamp every purchase order “Vinson Act” which in effect 
passes the buck to the supplier as to his liability under the 
Act. Under this system the subcontractor has no means 
of knowing which of many orders received from a con- 
tractor are for the same contract and therefore consti- 
tutes a subcontract if aggregating more than $10,000. 

In my opinion it is the duty of the prime contractor to 





assist the vendor in fulfilling his obligation to the con. 
tractor and to the government as far as he is able. Fur. 
thermore the prime contractor is definitely required by 
the regulations of the Act to report to the government 
as subcontracts are awarded, the name of the vendor, 
material to be supplied, and the amount of the award, 
The same information must appear on the final Vinson 
Act report, so that the contractor gains nothing in stamp- 
ing all his orders, since he must maintain sufficient records 
for the above purpose. To add to the complications, let 
us assume that the original contract may be amended, or 
an option taken up to increase the quantities on order, or 
a list of spare parts may later be received, the parts to be 
used on the original contract. The manufacturer is then 
in the unhappy position of requiring some of his vendors 
who were not originally subject to the Vinson Act, to now 
accede to its requirements because of an increase in the 
order, regardless of the fact that the majority of material 
may now be delivered. Furthermore, how would you de- 
termine whether vendors of castings, bar stock and sheet 
stock that were purchased far in advance of the particular 
contract, are liable to Vinson Act provisions? How shall 
we handle rejections and reorders? How shall we han- 
dle the problem of design changes during the course of a 
contract when the change is a major one? 


Labor and Overhead Costs 


The labor charges are not as difficult to allocate pro- 
vided the contractor has a competent job order or standard 
cost system already developed. ‘The various services of 
employment, stores, inspection, maintenance, power plant, 
etc. may be included as a part of manufacturing overhead, 
but the costs may be shown in detail. Over a long term 
contract the Government will allow varying rates of over- 
head, if necessary. 

Under overhead we have the various items of indirect 
expense with which we are all familiar, including depre- 
ciation. And right there we have another problem! On 
equipment used for as rapidly changing an art as aviation, 
depreciation is a subject most difficult of accurate deter- 
mination. Regulations include a provision for “depre- 
ciation and obsolescence of special equipment necessarily 
acquired primarily for the performance of the contract.” 
This simply means that special tools, dies, jigs and fixtures 
purchased or fabricated for use on any one contract must 
then be scrapped if full costs are to be allowed. Ob- 
viously the contractor takes a licking on this item, for he 
will not ordinarily scrap tools and fixtures or tear down 
buildings for which there is any possibility of later use. 
So he puts these items in his normal capital assets and 
charges long term depreciation on them. It might be 
stated here that certain recent closing agreements between 
the Treasury and contractor set forth the manner of 
handling depreciation on enlarged facilities for certain 
orders where the necessity is certified to by the Army or 
Navy. 

A condition that has recently been annoying the air- 
craft manufacturers has been the expansion of overtime 
work or increase in number of shifts. While the labor 
charges for such work are relatively simple, it is apparent 
that some provision should be made for accelerated de- 
preciation on machinery and fixtures subject to two and 
three shift operation. Again the regulations state that 
“in making allowances for depreciation, consideration 
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shall be given to the number and length of shifts.” But 
the burden of proof is up to the taxpayer. The Treasury 
has indicated a willingness to increase allowances for 
extra shift depreciation, but the majority of manufacturers 
are not equipped to distinguish between the obsolescence 
and usage factors of depreciation in such fashion that they 
can prove their point. 


Indirect Costs 


We now come to the indirect costs of administration, 
including sales, service and engineering. The first item 
that confronts us. is a long list of charges that are dis- 
allowed in computing contract costs. Some of these are: 
dues and memberships other than regular trade associa- 
tions; donations, (except for local charitable or com- 
munity organizations to the extent constituting ordinary 
and necessary business expense) ; extraordinary expenses 
due to strikes or lockouts; expense, maintenance and de- 
preciation of excess facilities (including idle land and 
building, idle parts of a building, and excess machinery 
and equipment) ; Federal and State income and excess 
profit taxes; increases in reserve accounts for contingen- 
cies, repairs, insurance and guarantee work; cash discount 
earned up to 1 per cent of the amount of the purchase, 
except that all discounts on subcontracts will be con- 
sidered ; executive bonuses, defined as excessive or unrea- 
sonable payments in cash, stock or other property osten- 
sibly as compensation for services; interest incurred or 
earned, (which places the small contractor who must 
borrow for advance purchase of materials at a disadvan- 
tage); bond discount or finance charges; legal and ac- 
counting fees in connection with reorganizations, security 
issues, Capital stock issues, and the prosecution of claims 
against the United States; losses on investments; bad 
debts and expenses of collection. Most of you would con- 
sider many of the above items a reasonable part of your 
cost of operation which should be borne by sales, but 
Uncle Sam says ‘‘No.” 


Selling Expenses 


As far as selling expense is concerned, the government, 
after a considerable period of time during which selling 
expense was disallowed, has agreed to accept everything 
in normal selling procedure save entertainment expenses 
and minor considerations such as negotiation of foreign 
licenses. By service or guarantee expense is meant the 
servicing and repair of a product after it is in the hands 
of a customer. A guarantee period of six months follow- 
ing delivery is provided for during which the Army or 
Navy may require repair or replacement of any article 
considered defective. The regulations allow inclusion of 
either the actual or estimated figure for guarantee ex- 
penses in the report, but if the estimated figures be used, 
refunds or additional payments are required when the 
actual expenses are determinable. 


Engineering Expense 


Engineering expense is the meatiest bone of contention 
between the Government and the contractor. For, in 
engineering expense, there is a large item, called variously 
experimental or development expense, that is necessary 
for the continued advance of the art and for the mainte- 
nance of the contractor in a position to bid on the latest 
service requirements. The allocation of a portion of this 
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expense to one Vinson Act contract, or its proration over 
all government and commercial sales, presents the oppor- 
tunity of several diametrically opposed, but equally well 
supported opinions. The regulations allow the entire cost 
of a development project to be charged on a contract 
only where there is no reasonable prospect of future sale 
for the type of article involved. In all other cases, the 
development expense should be charged off currently and 
a reasonable proportion will be allowed as a part of the 
cost of the contract. There is no definite wording in the 
regulations that would clarify the handling of this expense 
and no precedent for guidance. 


Date of Completion 


Just a word on the credit side of the picture. All 
changes and deviations from the original contract act to 
modify the contract price. Likewise, penalties for fail- 
ure to meet performance or delivery requirements and 
bonuses for bettering such requirements will be treated 
as an adjustment of the contract price. However, the 
amount of the original award is the governing factor, 
and penalties or deductions therefrom which bring the 
final price below $10,000 do not exempt the contractor 
from liability. A very important consideration is the date 
of completion of the contract. Shall this be the date of 
acceptance of the article or articles contracted for, the 
date of delivery, the date of invoicing, the date of final 
payment by the Government, or some other date that may 
be specified as completion of contract in the individual 
contract wording? ‘The Government has held that the 
date of delivery shall be considered the date of completion 
regardless of any wording, actual or implied, in the indi- 
vidual contract. There is one exception; the date of com- 
pletion may be determined jointly by the Secretary of the 
Navy, the Secretary of War and the Secretary of the 
Treasury, or their duly authorized representatives. It 
should be noted that spare parts, engineering data and 
drawings, which are specified under the contract but nor- 
mally not delivered until some time later, determine the 
date of completion where applicable. 


Calculating Net Profit 


And now we come to the most painful part of the 
whole procedure—calculation of the net profit. From 
the final adjusted contract price of all contracts com- 
pleted in any one year, is deducted the total costs on the 
same contracts computed with the additions and excep- 
tions noted above. The remainder is the net profit or net 
loss on all contracts completed within that year. An al- 
lowance of 12 per cent of the total contract prices is 
made for all contracts completed during the year 1939 
and later. In the case of the Army, only contracts signed 
after April 3, 1939 are subject to the Vinson Act. For 
the Navy, all contracts completed during 1939 are sub- 
ject to tlhe 12 per cent profit limitation. A credit is 
allowed for the amount of Federal income taxes paid or 
remaining to be paid on the amount of excess profits for 
the particular year under consideration. The latest re- 
visions to the Act affecting 1939 contracts also allow a net 
loss or deficiency of profit (less than 12 per cent net) to 
be carried forward as a credit against excess profits for 
the next four years. On contracts completed prior to 
1939, the limitation applied to Navy contracts only and 
was 10 per cent net profit with a carry-over of but one 
year. No deficiency of profit was allowed. 
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Latin American Survey 


Reports on Credits and Collections During First Half of 1940 


By Kenneth H. Campbell, Manager Foreign Credit Interchange Bureau, N. A. C. M. 


Credits and collections in 21 Latin American mar- 

kets, and the British, French, and Netherlands 
lu possessions in the West Indies are generally mixed 

and show a state of flux, reflecting the effects of the 
European war on the economies of various Latin Ameri- 
can countries, according to a survey of the members of 
the Foreign Credit Interchange Bureau of the National 
Association of Credit Men. 

With the compilation of this survey Europe has been 
in a state of war for ten months, and it is evident that 
the loss of the normal European markets for Latin 
American primary exports is beginning to be felt by 
the countries concerned. 

Although credit and collection conditions in this sur- 
vey indicate a somewhat downward trend, American man- 
ufacturing exporters who are members of the Foreign 
Credit Interchange Bureau have not as yet adopted an 
ultra-conservative policy on the extension of credit to 
their regular established customers. 

With the exception of two or three markets where for 
special reasons as will be noted below—not over 10% 
of the members replying indicated any reduction in terms. 

Members will recall that the survey covering the last 
half of 1939 showed a decided improvement in credit 
conditions, although collections were slightly off. This 
improvement in credit conditions was maintained in some 
individual markets, while others showed a marked retro- 
gression. There is a general downward trend indicated 
on the credit index with certain specific exceptions such 
as Cuba, Puerto Rico, Mexico and Paraguay, all of 
which show some improvement. Collection indices are 
mixed, reflecting a state of uncertainty. 





Collection Index Down 


Several markets, namely, Colombia, Uruguay, Vene- 
zuela and Honduras registered rather precipitant declines 
on the collection index. Venezuela, while still remaining 
in the “Prompt” classification, dropped from second to sev- 
enteenth place, and Colombia moved from eighth place 
and a classification of “Prompt” at the end of 1939, to 
twenty-second place and a classification of “Slow” as of 
June, 1940. 

More than two hundred American manufacturers 
located in all parts of the country, members of the Foreign 
Credit Interchange Bureau of the National Association 
of Credit Men, the majority selling in all of the markets 
surveyed, contributed information upon which this survey 
is based. The companies contributing information are 
exporting all types of manufactured products on terms 
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ranging from S/D to 120 days D/D, and therefore, their 
combined experiences on current credit and collection 
conditions are of great value. 

In compiling this survey, no consideration is given to 
the question of governmental debts or service obligations, 
and the classification of “Credit Conditions” refers to 
the situation within the various Latin American markets 
from the commercial point of view only, as judged by 
exporting American manufacturers. Comments made 
about “Credit Conditions” indicate the American man- 
ufacturers considered evaluation of the entire economic 
situation as it applies to a given country. Comments 
made by those replying to the survey under the general 
heading “Collection Conditions” may be considered as 
indicating the current trend based on the definite exper- 
ience of American manufacturers having commercial col- 
lection items in the markets surveyed. 


Reduction of Credit Terms 


In this survey, members were asked to indicate whether 
or not they had reduced their credit terms to prime credit 
risks in the various markets under survey during the 
past six months. In making their comments regarding 
terms of sale, members were requested to consider their 
normal shipments and their normal policy. We give you 
below the percentages of those making reductions, based 
on the number of members who reported as selling in 
each individual market. An analysis of replies received 
indicated that the terms of sale on a documentary basis 
granted by members replying ran up to 120 D/D as of 
January 1, 1940, depending upon the market, the cus- 
tomer’s credit standing, and the product sold. 

In view of the war situation it is to be considered a 
compliment to the reliable Latin American importers who 
have, for a great many years, been the loyal customers 
of American manufacturers, that the reductions of terms 
are so limited. Apparently, the American manufacturing 
exporters who are members of the Foreign Credit Inter- 
change Bureau still feel that their reliable and well 
established connections in the various Latin American 
markets warrant all the consideration possible, a con- 
sideration to which they are entitled in view of their past 
performances. 

In Argentina, 7% of those members who reported 
selling in this market reduced their terms to prime credit 
risks within the past six months; in Bolivia 10% ; Brazil 
10%; British possessions 20%; Chile 8%; Colombia 
20% (many members who reported that they had reduced 
terms to this market indicated that they sold products in 
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classifications two, three and four of the Colombian Ex- 
change Control) ; Costa Rica 3%; Cuba 6%; Ecuador 
6% ; French Possessions 23% ; Guatemala 2% ; Honduras 
10% ; Mexico 9% ; Netherlands Possessions 18% ; Nica- 
ragua 9%; Peru 9%; El Salvador 5%; Uruguay 4%; 
Venezuela 6%, and less than 1% of those reporting in- 
dicated that they had reduced their terms in Dominican 
Republic, Haiti, Panama, Paraguay and Puerto Rico. 

An examination of the new terms allowed by those 
members who reported that they did reduce terms indi- 
cates that so far as the British, French and Netherlands 
Possessions in South America are concerned these mem- 
bers have practically stopped the extension of credit, for 
the new terms are now cash in New York, cash in ad- 
vance, cash with order or sight draft. There was only 
one case in each of these possessions showing new terms 
of 60 days reduced from 120 D/D. 

In the Latin American countries, the new terms al- 
lowed by those who reported reductions are not so strin- 
gent, for in many cases time is still allowed, but reduced, 
eg., from 120 D/D to 60 days, or from 90 and 60 
days to 30 days. Some, however, reported that they 
had reduced their terms to these countries to $/D or 
Letter of Credit, with here and there cases indicating 
that cash in New York was demanded. 


Credit Conditions 


The last half of 1939 showed a forward movement 
on the credit index on the part of fourteen countries. In 
the opinion of those members of the Bureau contributing 
information to this survey covering the first six months 
of 1940, twelve countries showed an improvement in the 
credit index, although in several instances this improve- 
ment was not enough to warrant the particular countries 
moving up to the next higher classification. 

Eleven countries moved down on the credit index dur- 
ing the six months period under survey, and this down- 
ward movement in many instances was sharp. (One in- 
dicated no change.) 


GOOD: Argentina, Panama, Puerto Rico, Venezuela, 
British Possessions, Netherlands Possessions, and 
Cuba. 

Cuba is a newcomer to this group, moving up from its 
previous classification of ‘Fairly Good” six months ago. 
There has been some reshuffling in the credit index figure 
of the countries remaining in this group, and while four 
of them showed a reduction in the credit index figure, 
they still rate a “Good” classification. 


FAIRLY GOOD: Dominican Republic, Costa Rica, Mex- 
ico, El Salvador, Brazil, Peru, Guate- 
mala, French Possessions, Paraguay, 
Colombia, Uruguay and Haiti. 

Brazil and Colombia are newcomers to this group, mov- 
ing down from their previous classification of “Good” as 
of the end of 1939. This reflects the general slowness 
noted in these coffee producing countries which have lost 
their principal European markets. Paraguay showed the 
most marked advance on the credit index of any of the 
countries surveyed, moving into this group from its pre- 
vious classification of “Poor.” There has been some re- 
shuffling in the relative position of five countries in this 
group. Five showed an improvement in the credit index 
figure on the current survey, and six showed a decline. 
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FAIR: Chile and Ecuador. 

Both of these countries were in this classification in 
mid 1939, and at the end of that year. Chile showed a 
slight improvement on the credit index in this survey, while 
Ecuador showed a decline. However, both of these coun- 
tries meet the qualification for this classification. 

{ 

POOR: Honduras, Bolivia and Nicaragua. 

All of these markets continued to show an improvement 
in the credit index, but none large enough to warrant their 
moving to the next higher classification. 


Collections 


The survey on collections showed that the downward 
movement which was indicated slightly at the end of 1939 
has become somewhat accelerated. Twelve markets 
showed a decline on the collection index, eleven an im- 
provement, and one “No Change.” Here again, with 
the exception of a pronounced improvement in collection 
conditions registered by Paraguay and Bolivia, the for- 
ward movement was nominal, whereas the decline in 
some cases was drastic. 


PROMPT: Panama, Netherlands Possessions, Puerto 
Rico, Mexico, El Salvador, Dominican Re- 
public, Argentina, Guatemala, Costa Rica, 
Haiti, British Possessions, Cuba, Brazil, 
Peru, French Possessions, Paraguay, Ven- 
ezuela, Uruguay and Ecuador. 

As of the end of 1939, twenty countries were in the 
“Prompt” classification. As of June 1940, nineteen coun- 
tries are included in this classification, but there are 
many changes in relative position of the countries in this 
group on the collection index. An upward trend is noted 
in ten and a downward trend in eight. Paraguay moved 
forward to the “Prompt” classification from its previous 
classification of “Fairly Prompt.” 


FAIRLY PROMPT: Chile and Bolivia. 

Chile has moved down from its previous classification 
at the end of 1939 of “Prompt” and Bolivia has moved 
forward from its previous classification of “Very Slow,” 
making a decided improvement on the collection index. 


SLOW: Colombia and Nicaragua. 

At the end of 1939, Colombia was in the “Prompt” 
classification, but due to the situation that has developed 
in that market during the past few months, it is now 
classified as “Slow.” Many who reported for this sur- 
vey are selling merchandise. in classes 2, 3 and 4 which 
may account somewhat for this sharp decline. Nicaragua 
apparently, has shown no improvement, in fact, collec- 
tions are less prompt than six months ago when this 
market was classified as “Fairly Prompt.” 


VERY SLOW: Honduras. 

Honduras has moved down from its June, 1939, classi- 
fication of “Fairly Prompt” to “Slow” in December, 1939, 
and warrants a “Very Slow” classification in this survey. 


The next survey will be made by the Foreign Credit 
Interchange Bureau as of January first 1941 and it will 
be interesting to note what changes have occurred by 
that time. 
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Bad-Debt Loss Survey, 1939— Part | 


Wholesalers and Manufacturers 


Prepared in the Credit Analysis Unit, Marketing Research Division, 
Bureau of Foreign and Domestic Commerce’ 


SUMMARY 


1. Compared with sales in 1938, net credit sales of report- 
ing wholesalers gained 9 percent in 1939, with an 8.6 percent 
increase in total net sales. Reporting manufacturers’ net credit 
sales advanced 12.4 percent in 1939, with total net sales 
moving up 11.4 percent from 1938. Credit sales were about 
90 percent of total dollar volume in the samples of both 
wholesalers and manufacturers. 


2. Net losses of reporting wholesalers averaged 0.31 percent 
of net credit sales in 1939, a decrease from 0.33 percent in 
1938. Manufacturers’ average net losses remained unchanged 
at 0.17 percent of net credit sales in both years. 


3. In dollar volume, gross losses of wholesalers advanced 
one-half of 1 percent in 1939, recoveries decreased 5.9 per- 
cent, with resulting dollar volume of net losses 2 percent above 
those of 1938. Manufacturers’ gross losses were up 7.2 per- 
cent in dollar volume in 1939, recoveries were down 10.2 
percent, and net loss volume gained 10.8 percent from the 
1938 volume. 






SCOPE OF THE 1939 SURVEY 


The 1939 annual Bad-Debt Loss Survey is based on 
voluntary reports submitted by 2,283 wholesalers, rep- 
Wu resenting 26 major kind-of-business groups, and 1,493 

manufacturing firms, covering 14 classified industrial 
groups. Compared with the first annual Bad-Debt Loss 
Survey made a year ago, the number of reporting whole- 
salers decreased 5 percent and of manufacturers 6 per- 
cent. In this study covering operations in 1938 and 
1939, total net sales of the wholesale firms for 1938 
were 10 percent lower than the dollar volume reported 
in the previous study for that year, at which point the 
two studies overlap with refetence to basic figures. The 
reported volume of manufacturers’ total sales was vir- 
tually the same for 1938 in both the first survey and the 
present report. The 1939 survey differs from the first 
of this series of studies, which presented comparative re- 
sults for 1937-38, primarily in refinements of basic data 
for computation of bad-debt losses and in the extent of 
supplementary materials provided for additional analysis. 

A fundamental change in the schedule forms mailed to 
wholesalers and manufacturers for the 1939 study was 





1 The collection, computation, and assembly of data for the 1939 Bad- 
Debt Loss Survey were carried through by Arnold L. S'-inner, William 
N. Lawrence, and Guerry R. Smith, under the supervisien of Malcolm 
L. Merriam, Chief of the Credit Analysis Unit. The National Asso- 
ciation of Credit Men. at whose request this annual report was initiated 


in’ 1938, aided in outlining the project and in securing the cooperation 
of its members. 


Credit and Financial Management . . . . «2s 2 © eo we ew ow 


4. The average wholesaler wrote off 2.79 percent of the 
total number of accounts receivable on his books in 1939, a 
decrease from 2.89 percent in 1938. The proportion for man- 
ufacturers decreased from 2.13 percent to 2.04 percent during 
the same period. 


5. An age analysis of accounts written off indicates that in 
both 1938 and in 1939 less than 50 percent of wholesalers’ 
accounts written off arose from sales of the current year. For 
manufacturers, not more than 35 percent of the write-off 
was allocated to sales of the respective years. These facts 
provide the basis for a fundamental criticism of present 
methods of loss-ratio computation. 


6. Analysis of wholesalers’ and manufacturers’ credit terms 
in relation to magnitude of bad-debt losses gives evidence that 
the liberality of credit terms is a factor in higher losses. 
Credit management, however, is an important element in con- 
trolling losses, which need not rise in proportion to terms 
liberality if such terms are properly adapted to the appraisal 
of risk. 





the request for separate figures on gross losses for 1938 
and 1939, as well as the dollar amounts of recoveries 
during both years on accounts written off in prior years. 
These recoveries, or amounts debited to the bad-debt 
loss reserve or allowance, were desired for deduction from 
the reported gross amount of charge-off to assure the 
proper determination of net losses for the respective years. 
Recognizing the fact that samples for the 1938 and the 
1939 studies may vary in composition, although not 
radically different in total number of firms reporting, it 
is nevertheless believed that a general lowering of loss 
ratios where both studies overlap on the year 1938 is due 
in some measure to this further refinement of the data.? 

Although it was intended in both the 1938 and 1939 
studies to secure the identical types of information on net 
credit sales, number of accounts written off as bad, and 
total number of accounts receivable of reporting firms, 
it is probable that with reference to the last factor an 
additional refinement of phraseology on the schedule for 





2 Schedules for the 1938 annual Bad-Debt Loss Survey requested only 
“bad-debt losses written off” for that year and in 1937, on the apparent 
assumption that the terminology would automatically produce _net-loss 
figures. Some doubt that this was entirely the case is indicated by the 
fact that the 1938 average loss of wholesalers for the first study was 
0.37 percent of credit sales, compared with 0.33 percent for the same 
year as shown by comparative data in the 1939 study. For manufac- 
turers, the comparable 1938 ratios for the first and second annual 
studies were 0.20 percent and 0.17 percent of credit sales respectively. 
It should not be overlooked, however, that although the samples of 
wholesalers and manufacturers showed respective decreases of only 5 and 
6 percent from the first to the second study, there may have been wider 
changes in the samples according to the major factors which determine 
the magnitude of losses. 
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the 1939 survey provides the main reason for a further 
alteration of returns between the two studies for the 
overlapping year 1938. Specifically, because of differ- 
ent wording, it is believed that firms reported closer 
approximates of the total number of their accounts re- 
ceivable for the 1939 study. For 1938, the present study 
shows a larger average number of accounts per firm, 
with the result that the amount of the average sales per 
account for that year is somewhat reduced in this analysis 
from the average for the same year given in the first 
annual Bad-Debt Loss Survey.? 

Knowledge that the sale of time-payment accounts re- 
ceivable on nonrecourse arrangements may distort bad- 
debt loss ratios of retailers, notably automobile dealers, 
prompted an inquiry in this study to determine whether 
such sales were of measurable importance in the credit 
operations of wholesalers and manufacturers. In other 
words, if receivables are sold to a specialized financing 
agency which assumes responsibility for loss through fail- 
ure of the debtor, the bad-debt loss ratio of the seller of 
such receivables will be fictitious, if computed by the 
usual method of dividing dollar losses only on receiv- 
ables retained, by the dollar amount of all credit sales, 
including sales representing the accounts sold. Schedules 
for wholesalers and manufacturers requested the amounts 
of receivables sold in 1938 or 1939 on arrangements re- 
lieving the seller of any liability in case of default 
by the debtor. These amounts were intended for 
deduction from net credit sales of the respective years 
when calculating the loss ratios. 

Results of this part of the analysis were largely nega- 
tive, however. Only isolated firms in scattered business 
groups reported any sale of receivables, and the aggre- 
gate amount of receivables sold approximated only about 
one-tenth of 1 percent of the total credit sales reported 
by wholesalers and manufacturers for either year. What 
is probable is that the firms selling a large proportion of 
their receivables with full protection against loss did not 
contribute reports in representative numbers to this vol- 
untary project. Presumably, they would secure little 
direct benefit by comparisons of their individual results 
with averages based upon operations of self-financing 
establishments. 

Entirely new supplementary features of the 1939 Bad- 
Debt Loss Survey are (a) an age analysis of the ac- 
counts written off by reporting firms during both of the 
years covered and (b) an analysis of credit terms char- 
acteristically employed by wholesalers and manufacturers. 
The broad purpose of the age analysis was to determine 
what proportions of accounts debited to the bad-debt 
reserve in a particular year actually represent the charge- 
off of sales made in that same year, or relate to sales of 
the previous year and other prior years. As discussed in 


’The 1938 Bad-Debt Loss Survey requested “approximate number of 
accounts receivable,” whereas in the current study the question was 
worded “approximate number of firms (and/or individuals) to whom 
you sold on credit at any time * * * in [vear].” The 1938 figure 
shown in the survey for that year disclosed manufacturers as averaging 
2,221 accounts per firm, or an average credit sale per account of $1,024. 
Comparable figures for 1938 given in this study are 2,560 accounts per 
firm, with an average credit sale proportionately reduced to $949. For 
wholesalers, the 1938 averages from the first and second annual surveys 
on number of accounts are 1,111 and 1,223, with average size of account 
showing a corresponding decrease from $775 to $666. 


“In answering this question, firms were requested to report “none” if 
no accounts were sold on this basis. It was also indicated that figures 
given should not include insured accounts pledged for loans or held by 
the reporting firm. Recoveries from bad-debt insurance were to be 
included, however, with all other recoveries from accounts written off 
in prior years, for the ultimate purpose of deduction from gross bad- 
losses during the year in which such recoveries were made. 
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another section of the report, this distribution of the 
write-off of accounts has direct bearing upon present 
standard methods for computing loss ratios against credit 
sales of the current year only. Facts on credit terms to 
show cash discounts, time allowed to take the discount, 
and net period, although of interest in revealing typical 
trade practice, were collected primarily for the purpose 
of bringing out possible relationships between the range 
of such terms and bad-debt loss experience. 

The contents of the present bad-debt loss study in 
several instances repeat the basic types of analysis which 
were found to produce significant relationships and were 
adequately reviewed in the study made a year ago. As 
these relationships, such as analysis of bad-debt losses by 
size of firm, would not change fundamentally in a short 
period, repetition is avoided wherever possible by con- 
fining the text to discussion of changes reflecting altered 
conditions in 1939 as compared with the previous year. 

Owing to the large number of trades and industries 
covered in the report, discussion of each in close detail 
cannot be undertaken here. It is presumed that individual 
establishments obtaining the statistical data can readily 
segregate and apply the facts presented in the business or 
industry averages where they provide guides to credit 
policy. 


Credit Sales 


As a basic element in the computation of bad-debt-loss 
ratios, it is of interest to note the general trend as well 
as the magnitude of credit sales reported by the samples 
of wholesalers and manufacturers. The dollar volume 
of total net sales of reporting wholesalers increased 8.6 
percent from 1938 to 1939. As net credit sales increased 
9 percent between the 2 years, the proportion of net 
credit to total sales for the identical group of firms rose 
slightly from 91.9 to 92.2 percent (table 1). 

Manufacturers’ total net sales in 1939 revealed a larger 
increase in dollar volume of 11.4 percent above 1938, 
while their net credit sales showed a gain of 12.4 percent 
in the 2-year period. The relative advance of reporting 
manufacturers’ credit sales carried the proportion of such 
sales to total sales from 89.6 to 90.4 percent (table 2). 


Average Number of Accounts Per Firm and Average 
Credit Sales Per Account 


For all reporting wholesalers, the average number of 
accounts per firm increased from 1,223 in 1938 to 1,256 
in 1939. Because of the larger growth of wholesalers’ 
credit sales over the same period, their average credit sales 
per account increased from $666 to $707 for the respec- 
tive years. 

The average number of accounts per firm for manu- 
facturers revealed a much more substantial advance— 
from 2,560 in 1938 to 2,686 last year. Despite the rela- 
tively large increase in average number of accounts per 
manufacturing firm, average credit sales on such accounts 
also gained to $1,016 in 1939 from $949 in 1938. 

Although these averages indicate the predominant trend 
in each case, wide variations in size and direction of 
change between kinds of business and industries are shown 
in detail in tables 1 and 2. 


Bad-Debt Losses 


Gross and Net Losses 
W holesalers—Computed from net-loss figures, the 
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average bad-debt loss of the 2,283 reporting wholesalers 
declined from 0.33 percent of net credit sales in 1938, to 
0.31 percent in 1939. These ratios, however, conceal 
somewhat different changes in the various elements enter- 
ing into their calculation. Gross bad-debt losses of re- 
porting wholesalers advanced from $7,872,000 in 1938 
to $7,907,000 in 1939, an increase of less than one-half 
of 1 percent. On the other hand, recoveries during the 
respective years on old accounts charged off in prior years 
were $1,735,000 in 1938 and $1,634,000 in 1939, a 
decrease of 5.8 percent. 

Subtraction of recoveries from gross losses for each 
year gives a resulting net bad-debt loss for reporting 
wholesalers of $6,137,000 in 1939, an increase in the 
dollar volume of such net losses of 2 percent from 1938 
to 1939. However, as net credit sales of wholesalers 
increased 9 percent between the two years, the loss ratios 
computed from these sales declined, as previously indi- 
cated. 

Obviously the rate of loss for the year would have de- 
clined more substantially had the volume of recoveries 
not decreased from 1938. Several explanations are pos- 
sible, but the larger volume of recoveries in 1938, when 
conditions were relatively adverse, may reflect a vigorous 
effort to clean up‘accounts which perhaps had been writ- 
ten off too hastily in more prosperous years. 

Although showing an absolute decrease of almost 6 
percent, wholesalers’ recoveries in 1939 amounted to 
about 21 percent of gross bad-debt losses, only slightly 
less than the proportion for 1938. As shown in table 1, 





recoveries for the various kinds of business indicate that 
the highest average proportions of recoveries to gross 
losses were recorded by wholesalers selling more durable 
goods, such as surgical equipment and supplies, and paints 
and varnishes. The lowest proportions of recoveries were 
averaged by wholesalers selling less durable goods, such 
as beer and farm products. 

The bad-debt-loss ratios by kind of business in table 1 
indicate that represented in the slight decrease in the gen- 
eral average for all reporting wholesalers are scattered 
trades revealing no change in their loss ratios, as well as 
a number with an increased percentage of loss between 
the 2 years. The table also reveals a fairly wide range 
from highs of 0.69 percent for wholesalers of machinery, 
equipment, and supplies, and 0.59 percent for plumbing 
and heating supplies, to lows of 0.16 percent for heavy 
hardware wholesalers and 0.05 percent for retailer-co- 
operative wholesale grocers. Although neither the average 
number of accounts per firm, nor the percent of total 
accounts written off had any direct relationship to the bad- 
debt percentages, these figures should be useful to the in- 
dividual credit man for comparative purposes. 

Manufacturers.—Net bad-debt losses of reporting man- 
ufacturers averaged 0.17 percent of their net credit sales 
in 1939, representing no change from the loss ratio of the 
previous year. Thus the average manufacturers’ loss per 
dollar of credit sales was roughly half the loss averaged 
by reporting wholesalers. Gross losses for the sample of 
1,493 manufacturers advanced from $7,660,000 in 1938 
to $8,214,000 in 1939. This increase of 7.2 percent was 


Table 1.—Proportion of Bad-Debt Losses to Credit Sales of Wholesalers, by Kinds of Business, With Summary of 
Related Information on Sales, Recoveries, and Number of Accounts, 1939 and 1938 














Kind of business 





Automotive supplies..............- 
Chemicals (industrial).............- 
Paints and varnishes...........---- 
Clothing and furnishings (except 





































Dicabshctnann skpbeehsecesngs>s 
Shoes and other footwear........... 
To chineakibiecepeee Mp¥enecwsenss 
Drugs and drug sundries........... 
Without liquorjdepartment....... 
With liquor department.......... 
SIDED. cosccccccevcceseccscceses 
Hieotrical @00ds. ..:......cccccceeses 
eee 
and po products...... 
Fresh fruits and vegetables... 
Furniture and home furnishings... . 
CIT. nso cunconebcoccccees 
Meats and meat products........... 
Groceries - foods (except farm 
MME 0500 900000000890000006 
oo wholesale a emesis 
untary-group who! e 
Retailer - cooperative wholesale ws 
“Te re Saree ; 

Specialty-line wholesale grocers... .35 
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$32,842] 81.8] 80.7 .3| 18.8} $274| $262| 686] 648) 4.24| 3-84 
11,295] 96.6] 96.6 8} 40.5| 430] 418] 1,747| 1,534) 2.14| 3° 
20,323] 91.7| 90.9 50.8] 62.9| 367] 351] 1,927] 1/879] 3.71] °° 
22,980| 97.3| 97.4 13.1] 11.7] 625] 612| 937] 915] 2.23) 2-19 
51,065] 99.8] 99.8 23.6] 23.4 802] 750) 2,000] 1,998] 1.82) 1-86 
12,243] 98.3] 98.5 10.3] 22.9| 2,358] 2,264] '670| '592| 1.51] 1-26 
93,640] 95.7| 95.6 22.5] 23.8] 1,157| 1,192] 1,214] 1,138] 2.27| 2-62 
66,058] 96.0| 96.0 24.5) 27.7| 1,133] 1,125] 1,137] 1,106] 2.21) 2-42 
27,582| 95.0] 94.6 19.2] 16.5] 1,222] 1,393] 1,475| 1/249] 2.49) 3-25 
104,651| 97.3| 97.2 25.7| 27.4 518] 1,853] 1,819] 1.61} 2-77 
234,897| 98.3] 98.4 18.6| 23.4) 1,212} 1,026| 1,077| 1,037| 2.23] 2-14 
45,076| 83.9| 85.0 8.4, 9.9| 791] 818| 521] 527] 3.70] 4-% 
16,983] 93.1] 93.6 6.9] 7.0} 894] 1,014] 1,134] 1,120] 4.21) 5-10 
28,393| 79.0| 79.0 8.8] 10.7| 738 406| '416| 3.43) 3-52 
33,408] 97.8] 97.5 15.8] 20.1] 688 1,099| 1,041] 2.01] 2-% 
5,443| 70.0| 69.3 13.7| 8.7 287] 670 8] 4.63] 4-22 
51,876| 87.9] 87.6 11.8] 11.3] 1,708] 1,687) 494| 481) 4.60) 4-39 
536,853] 90.4] 90.5 20.0} 19.4) 997] 1,000] 1,031) 1,013] 3.06] 3-13 
220,524] 89.7] 89.5 22.1) 23.6) 1,029] 1,013 796| 3.47| 3-28 
205,071| 91.3] 92.1 20.2} 18.4] 1,016] 1,021] 1,545] 1,554] 2.39] 2-68 
23,893| 97.3] 97.2 7.2| 7.2] 4,305] 4,310| 429] 414| 2.08] 2.98 
87,365] 88.4) 87.7 13.4] 12.4) 729] 759] 1,017| 979] 3.49] 3.82 
1,935| 60.8] 60.8 2.6) 2.8) 547) 538) ‘1 156] 8.71) 9.98 
28,555] 92.9] 93.7 11.6] 5.0] 957] 873] 1,142| 1,614] 8.87] 6.23 
301,806] 96.0] 94.8 24.7| 27.3] 560) 514] 1,456] 1.383] 2.21] 2 30 
170,367| 95.9| 95.5 28.6} 26.0| 569) 542] 2,350] 2,271| 2.14] 2.30 
15,010| 97.8] 97.0 36.6| 22.5] 528] 401] 1,269] 1,251] 1.54] 1.58 
72,621| 95.9] 95.1 17.4] 27.1| 473 1,146] 1,053] 2.25] 2.33 
43,808] 95.9| 91.0 21.7] 32.11 779] 677] 717] 669) 2.83] 2.61 
17,485] 93.8] 93.5 20.6] 18.8] 243] 217] 2,111| 2,091] .83] 80 
24,858] 97.9| 97.7 18.7| 16.6] 645] 570| 1,103| 1,066] 2.52] 2.76 
23,592| 95.5] 95.8 15.6] 21.4) 492] 461| 754| 754] 3.26 3.45 
6,992| 89.6] 89.7 56.2| 78.9 209} 979) 937] 2.80] 2.95 
18,023| 99.6] 99.5 13.2| 14.8] 745] 576| 1,636| 1,555| 1.39] 1.39 
54,982| 97.6] 97.5 11.5] 12.4 348] 1,826] 1,834] 1.79] 1.75 
116,674] 75.8] 77.6 19.9] 23.6] 1,477| 1,484] 5,873| 5,544| 3.34) 3.32 
110,840] 78.5| 77.8 14.7| 12.4) 549 1,392) 1,324] 4.11] 4.34 
1,988] 97.5] 97.0 18.1] 27.1] 304) 314) 558} 558] 3.45] 3.36 
,277| 93.6| 94.1 14.1] 10.9] 341 3,108} 3,188] 5.02| 5.06 
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far in excess of the one-half of 1 percent rise in the gross 
charge-off reported by wholesalers. 

In addition to the relatively large percentage increase 
in manufacturers’ gross losses, their recoveries on accounts 
previously charged off were down 10.2 percent from 
$1,318,000 in 1938 to $1,183,000 in 1939, a percentage 
decline which also exceeded the 5.8 percent drop in 
l wholesalers’ recoveries over the same period. As shown 
in table 2, manufacturers’ recoveries in proportion to 


mained unchanged in the past 2 years, loss percentages in 
many of the individual industries showed considerable 
change, with increases in some lines balancing decreases 
in others. The arrangement of broad industry groups 
according to losses sustained brings out no definite pat- 
tern with respect to durable and non-durable goods or 
other classifications of industry. The iron and steel 
industry was lowest, with losses of less than one-tenth of 
1 percent, followed by the nonferrous metals, food, paper, 
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i gross losses averaged 17.2 percent in 1938 and 14.4 per- and motor-vehicle parts industries. Highest losses were 
. cent in 1939, or between 5 and 6 percentage points below found in the printing and publishing, chemicals, and 
. the proportion of wholesalers’ recoveries to gross losses forest-products industries, which averaged losses of three- 
. in the same years. tenths of 1 percent, or more. 
Deducting recoveries from gross losses gives net bad- Including the subgroups, liquor manufacturers exper- 
; debt losses of reporting manufacturers totaling $6,343,000 ienced the lowest relative loss in both 1939 and 1938. 
y in 1938 and $7,030,000 in 1939, a rise of almost 11 per- This may be due to the fact that many of their customers 
. cent. The 12 percent increase in manufacturers’ net —distributors in those States governed by laws compel- 
credit sales, however, served to hold the loss ratio for ling wholesale sales for cash only—readily convert goods 
1 1939 to the previous year’s figure. into cash which can be passed on to the producer, or it 
. It may be seen from table 2 that, while the average may result solely from the large size of their average 
a bad-debt-loss ratio for all reporting manufacturers re- account. Wineries,-on the other (Cont’d on P. 36) 
Table 2.—Proportion of Bad-Debt Losses to Credit Sales of Manufacturers, by Industries, With Summary of Related 
\- Information on Sales, Recoveries, and Number of Accounts, 1939 and 1938 
$ 
Average | Propor- 
° Propor- | gross loss | tion of Average Average Percent 
rT Percent tion of per recoveries credit number of total 
bad-debts | Net credit sales Total net sales credit account | to gross sales per of accounts 
d Num-| to credit (000’s) (000’s) sales to | written | bad-debt per accounts | written 
f Industry ber of| sales total sales off losses account per firm off 
re- 
8 1939|1938| 1939 | 1938 1939 | 1938 | 1939 | 1938 | 1939 | 19381 1939 | 1938 | 1939 | 1938 | 1939 | 1938 
” Food and kindred products, total...| 373| 0.14| 0.12| $1,210,888] $1,149,917 11.3] 15.9) $1,152 2.35| 2.46 
f Confectionery... i-5 o-oo: 19} 21 4 15.3| 15.8 1.94] 2.00 
, ’ t in- 
. ilgedets..............- g.2 12.3| 12.1| 1,216| 1,231 2.39] 2.63 
MON, . cc cccccévencscces 96.6 12.8) 11.7| 2,175) 2,199 3.32) 3.83 
oe Sulied ques... 00.0 2'3) 24.2] 31,204 2.16] 3.11 
* an acopnaes 93.6 15.4| 27.5| 1,667 4.78] 4.39 
nc cancnoonees 93.1 7.2| 5.7 5.79| 5.91 
x Other food products.............. 86.1 8.5| 15.8 2.33] 2.48 
. Textiles and their products, total... 98.9 12.5| 12.3 1.58] 1.54 
Clothing, men’s, except hats. .... 98.9 12.2] 20.0 1.95} 1.83 
- Clothing, women’s, except mil- 
acc Ui lv com's: « id ore ave 99.9 11.8} 13.5 1.34) 1.32 
sag I ins as ci 'gpe'sessnsuicw’ o 98.9 17.6) 13.7 1.62} 1.83 
198 Other textile products............ 98.8 11.6} 7.8 1.46] 1.39 
— Forest products, total.............. 99.5 11.1] 19.7 1.91) 2:17 
= Furniture Paes pugs scidtoa ci 99.8 11.0} 14.5 1.47] 1.74 
a umber, timber, and oth is- 
82 siinnsons ferent | ae 99.1 11.2) 27.2 3.13] 3.37 
Peper and allied pe ucts, total... 99.3 19.8) 17.7 1.85} 2.05 
19 ‘aper: Writing, book, etc......... 00.0 11.1| 19.3 1.46] 1.50 
86 Wax paper... 5... ec eco... 00.0 25.3| 32.0 2.95| 3.31 
26 ‘a boxes and 
“6 mie ee 0 19.3| 12.7 1.41] 1.68 
41 inting, blishing, d ied 
-  —eeeneleematieseed a1 13.8] 19.2 2.90| 8.39 
71 Chemicals and allied products, total 4 19.3} 23. 1.92) 1.98 
14 Pharmaceuticals and proprietary 
Wo ee ckngeigs scence dee 25.5) 20. 1.33] 1.55 
1 Paints and varnishes............. 15.9} 28. 2.46] 2.49 
“52 Other chemical products......... 21.1] 19. 2.17| 2.10 
06 leum products..............-- 18.7| 17. 2.65] 2.60 
22 Rubber products.................-. 12.8] 12. 1.65] 1.81 
.8Y er and its products, total..... 9.1) 9. 1.43] 1.23 
oo ae cenugenenes 4s 5.4) 3. 1.52} .94 
: er: ’ ied, 
3 a 9.7| 10. 1.98| 2.24 
8 Other leather products 22.7| 27. 1.06} 1.06 
» C , . 
aa neti: a 99.1 12.3| 16. 1.96| 2.01 
° uminating glassware 
‘82 aaa 99.3) 99.2 6.4| 6. 2.15] 2.06 
- other stone and glass products. 99.0] 99.1 12.8| 17. 1.90| 2.00 
. and s and thei 
.30 rer eS. dhvcomnnd 99.2] 99.5 19.6| 30. 90} .99 
2 Hardware i deteintatna hates 99.9] 99.9 10.4) 13. .86|  .67 
° ves, ‘ h ‘. 
B awa 99.5] 99.4 29.9] 29. 1.78} 1.91 
61 Other iron and steel ucts..... 99.1] 99.5 17.6| 33. .73| .86 
-80 Nonferrous metals and their prod- 
16 wots, total Nt emueins ined 92. 90.1 v3 40. 1.02 1.16 
Jewelry and jewelers’ lies... . 83.0] 77.7 ‘ : ; ; 
4 Otter nonferrous metals canbe 99.0| 99.5 9.9] 8. 88} .95 
: inery, not including transpor- 
x tation equipment, total... 98.3) 98.4 11.4] 13. 1.33] 1.48 
; Electrical machinery, tus, 
= —— 98.0] 98.1 17.9| 21. 1.04] 1.16 
‘ Other mac y , and 2 
36 supplies........ ae 98.9] 99.1 7.7| 8. 1.67] 1.84 
06 Motor-vehicle parts... ......2.2.1.: 99.8] 99.8 9.3] 12.3 1.94] 2.25 
a jus industries............ 99.2] 99.3 14.8| 16.6 1.74| 1.78 
-89 PG itis ccisdsezes 90.4] 89.6 14.4) 17.2 2.04| 2.13 
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Report on Expenditure of 


Development Program Fund 
From !ts Inception to April 30, 1940 


By Henry H. Heimann, Executive Manager 


Amount of Subscriptions Received 


Summary 
April 30, 1940 
SECO LT OT $100,258.82 
EIN, 5. didval s’s othr id eisieiaial Weta 84,791.33 
i ai ti ie a a aR ek ies 38,663.33 
$223,713.48* 
Miscellaneous—unallocated ............ 39,500.00 


$263,213.48 





*Included in above are miscellaneous allocated subscriptions amount- 


ing to $4,385.00. 


Amount of Subscriptions Received by Cities 
April 30, 1940 
Eastern Division 


I io eek a abies o's «ab $4,469.27 
al St ea ek 3,446.25 
TT wei 8b Wa erga eve aun edad aie 625.00 


Summary of Expenditures 
April 30, 1940 


Fiscal years ended April 30 


1937 1938 1939 
Interchange, Group 
& Business Service 640.60 14,136.93 19,021.37 
Adjustments and 
Collection ...... 2,500.00 7,062.34 4,217.33 
Education ........ aly 5,729.35 9,372.87 
Legislation ....... 10,853.50 11,450.64 
Sales and Promotion 28,188.91 32,617.04 
Washington Service 
ee ee eee 3,000.00 3,000.00 
General and Miscel- 
ND. ahd na sid + 3,257.68 2,044.68 
$3,140.60 $72,228.71 $81,723.93 
Promotion expense 
in connection with 
raising the entire 
fund. Statements 
in detail as fol- 
NE OE site wine eis 14,990.80 10,913.63 948.35 
18,131.40 83,142.34 82,672.28 








NON nd Ree wulne cake ewe ém'e 240.00 
DR rer ner ares 63,800.00 
i .. gvanden cise masaenere ee 1,300.00 
rian sn weil a cbi bles 215.00 
I Naso swank sinslpeleaeiae 1,445.00 
i i kerk ee en enips Onn ees 5,603.50 
I eg aii irdlte aig OA 300.00 
ec ti ek esareee heen ene 8,395.40 
EN EEE STE Eee 3,000.00 
ee cc erhoskserendseeeed ee 3,585.00 
NS Oe ie tae noes panew ese oe 419,00 
ES Ry NE OE ee 1,690.00 
Miscellaneous allocations, etc. ........... 1,725.00 
$100,258.82 
Central Division 
Tc iivienanewharkorn wees ean $11,662.50 
Ee 6d Soe eal eee skeen 6,592.00 
NE Laika ng ea eee alee eaad 12,242.50 
TNR, soe ein 0 0800s tseeas> 2,067.50 
Per- Ratio Ratio 
1940 Total centage Tangible Intangible 
14,704.04 48,502.94 23.6 23.6 
4,252.20 18,031.87 8.8 8.8 a 
9,475.68 24,577.90 11.9 aed 11.9 
7,224.21 29,528.35 14.4 coal 14.4 
7,437.51 68,243.46° 33.1 17.6 15.5 
3,000.00 9,000.00 4.4 va 4.4 
2,554.83 7,857.19 3.8 a 3.8 


$48,648.47 $205,741.71 100.0 50.0 50.0 


3,377.27 30,230.05° 


SEEN 


52,025.74 235,971.76 


*In the early years of the Development Program fund additional personnel employed by some of the Departments were cleared through the Sales 
and Promotion account. Beginning in 1940, they were charged to the account representing the Department in which they were worki 


* The acquisition cost covers all items of expense in connection with the raising of the fund. 
was considerably lower than the cost incurred in raising the two Fraud Prevention funds. 


Credit and Financial Management 


Lic orking. 
he cost of raising the Development Program fund 


oak ae Ss cay arg ke a aes See eee August, 1940 
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Sales 
- fund 


1940 


ile MIRED, syncs sneered anaes ees’ 770.00 
Toa, I i n: e eae Sida ep Onn Op 530.00 
Detroit, Mich. .........-e eee e cence eeee 11,920.00 
Green Bay, Wisc. .......--eeeeeee cece 735.00 
Grand Rapids, Mich. ..........--++---: 4,000.00 
Kalamazoo, Mich. .........--.+ee++eee: 750.00 
Knoxville, Tenn. ........----eeeeeeeees 825.00 
Biacoin, Nebr. 2.22.2. esccccccessness 1,615.00 
NRE os.s.e sic nvinccessarvnne sens 3,433.33 
Reesine, Mich, .....20ccccccseseercess 595.00 
Milwaukee, Wisc. ........0seeseeeseees 7,595.00 
Meeneapolis, Blinn, ..........seeescees 8,117.50 
Sow Orleans, La. ... 2.20. cnncsccescces 4,250.00 
NE as dba ipininde wn we weds ke me 2,275.00 
ee CO, GOED: osc bs:c's vvesvenesac spine 390.00 
ee MN, BRM, kc ccecenecedes sees 1,200.00 
 iccncs ase eenbwnseoee 496.00 
Se, Joseph, Mo. ..... 00. cecceeecccceces 575.00 
ON ere 290.00 
Miscellaneous allocations, etc. .........-. 1,865.00 

$84,791.33 

Western Division 

es. WO oi ccwevvecanesdaeses $150.00 
ID i wit. orn wipelniacae ina 930.00 
EE iin be wh hediathhneh hewn es 5,084.50 
NIN i cs Linda sho mathe dia 6 97.50 
I a io aac Wiha Sean agin apne 9 465.00 
ee, TIO 6, ais esneneseuswess 3,100.00 
ae eile ce tiated teh 7,736.33 
NE i. n.p\wiitee aiewane cu eines 12,880.00 
TN is a bipee ss cans gene esos 6,902.50 
ida cinwh eek aan wen oe 522.50 
Miscellaneous allocations, etc. ........... 795.00 

$38,663.33 


DEPARTMENTAL SUMMARIES 
FORWARD 


In making these summaries I would refer you for a 
more detailed list of accomplishments to the report made 
on April 30th, 1939, as published in Credit and Financial 
Management. The accomplishments indicated here con- 
stitute a thumbnail sketch and should be read in connec- 
tion with the above mentioned report. 

Credit Interchange, Group and Business Service 

1. Continued maintenance and development of Credit 
Interchange service on the Eastern Seaboard covering 
Baltimore, Richmond, Atlanta, New York City. The 
New York City operation includes Connecticut, Eastern 
New York State, New Jersey and eastern Pennsylvania. 

2. Maintaining membership and usage of service by 
promotional and educational work largely made possible 
through the use of Development Program funds. 


Credit Interchange, Group and Business Service 
April 30, 1940 
Fiscal years ended April 30 


1937 1938 1939 1940 = Total 
Traveling ..... .e+. 655.56 344.16 999.72 
Stat. and Supp.. ones 3.57 ees 3.57 
Advertising .... .-++ 1,101.60 vals 1,101.60 

Meetings 640.60 1,075.18 1,320.55 3,036.33 
Furn, and Fixt.. 866.22 Cas 866.22 


Isc. outside 
Cent. Div. lo- 


Gredit and Financial Management... . . . 


cal offices and 
New England 
& Eastern De- 
velopment ... 
N. A. C. M. Bur- 
den Charge .. 


9,753.71 17,172.69 14,704.04 41,630.44 


681.09 183.97 


640.60 14,136.93 19,021.37 14,704.04 48,502.94 


Adjustment and Collections 
1. Continued work on the unauthorized practice of law 


cases. 


2. Continued legislative work in states where dangerous 
laws on Adjustment Bureau problems were pending. 

3. Continued expanded services of Bureau inspection. 

4. Continued work in connection with bankruptcy legis- 
lation and the new Chandler Act. 


Adjustments and Collections 
April 30, 1940 


1937 


Fiscal years ended April 30 


1938 1939 1940 Total 
Salaries ....... 1,341.66 1,833.26 1,937.43 5,112.35 
Traveling ..... 403.13 ape ak 403.13 
Unauthzd. Prac. 

OF LEW 7.5... 2,500.00 4,450.05 1,407.14 1,827.89 10,185.08 
Comm. Meetings 185.02 re 24 185.02 
Prom. Material. Salata 513.93 “ks 513.93 
"OMB. o.5500 46.50 76.01 77.52 200.03 
Miscellaneous .. eas 3.60 22.81 26.41 
N. A. C. M. Bur- 

den Charge .. 635.98 383.39 386.55 1,405.92 

2,500.00 7,062.34 4,217.33 4,252.20 18,031.87 
Education 


1. Increase of forty National Institute of Credit 
Chapters since the inception of the fund. 


2. Institute registration increase of three hundred per 
cent. 


3. Cooperation of Institute with 33 leading colleges 
and universities. 


4. Plans for the establishment of 8 new Chapters dur- 
ing the coming year. 


5. Development of closely knit Chapter organizations 
with excellent informal programs. Experimental work 
with graduate and senior classes. Maintenance of 
forums, particularly on the Chandler Act. Continued 
work with the U. S. Department of Commerce on the 
Annual Bad Debt Loss survey. 


6. Thirteen women’s groups offering annual Institute 
scholarships. 


Education 
April 30, 1940 
Fiscal years ended April 30 


1937 1938 1939 1940 Total 


Salaries ....... 3,596.16 5,626.74 6,449.09 15,671.99 
Traveling ..... 1,010.64 1,112.53 872.53 2,995.70 
yi A ee Dae 17.16 11.40 17.40 45.96 
Stat. and Supp.. 152.31 421.69 253.39 $27.39 
PONE 56.0010 anata 76.86 206.86 222.55 506.27 
Ins. and Bond... oe ee oe 45.88 42.84 88.72 
Advertising .... Sab 13.33 56.66 120.00 189.99 
Furn. and Fixt.. 176.80 wicide aad 176.80 
TORE: vas ook. ss Sie 126.67 225.10 257.97 609.74 
Miscellaneous .. Swe% 54.82 813.94 378.50 1,247.26 
N. A. C. M. Bur- 

den Charge .. 504.60 $52.07 861.41 2,218.08 


ea 5,729.35 9,372.87 9,475.68 24,577.90 
(This report is continued on page 30) 
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Reorganizations Under 
New Bankruptcy Act 


(Continued from page 14) 


After filing its notice of appearance 
in a case, the staff of the Commission 
immediately proceeds to acquire all in- 
formation which may later become 
useful in the formulation of a sound 
plan of reorganization. Legal and 
financial experts of the Commission 
consult with the trustee and his attor- 
neys and outline the fields in which 
they can be of help. Experience in- 


Invitation to 


dicates that trustees find it very help- 
ful to discuss their problems with these 
experts. 

On the whole, the Bar has found 
the Securities and Exchange Commis- 
sion to be extremely helpful in reor- 
ganization proceedings. Its personnel, 
both in New York and Washington, 
has been very cooperative. By way of 
illustration: In the Reynolds Investing 
Company case, the accountants who 
had conducted an investigation for the 
trustees submitted a bill for services in 
the sum of approximately $14,000. 


Theft 


An unoccupied residence is a standing invitation to the burglar. 


Before you go vacationing, protect the contents of your home — and 
your peace-of-mind — with a Standard burglary and robbery policy. 
Your Standard agent or broker, efficient and well-informed, will gladly 
give you the details of this low-cost protection. 


Standard Accident of Detroit writes burglary and robbery insurance 
to cover your home, business and person; also insures against loss 
due to embezzlement; forgery; automobile accident; injuries to self, 
employees and public; glass breakage; and similar hazards. 


Your Standard agent or broker is ready to help you at any time. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies...Since 1884 


The bill was submitted in good faith 
and the accompanying statement of the 
accountants indicated in detail the time 
spent and the services rendered. The 
trustees had no means of checking the 
value of the service rendered without 
employing other experts. Instead, the 
trustees requested assistance from the 
financial experts of the Commission, 
The Commission responded readily, 
As a result of discussion between the 
accountants and the Commission’s ex. 
perts, the accountants agreed to reduce 
their bill by some ten per centum. It 
should be noted that no question of 
padding, falsification or dishonesty was 
involved in this matter. It was merely 
a question of the reasonable market 
value of certain of the services ren- 
dered. 

In various other directions—in de- 
termining upon a feasible financial 
structure for the reorganized debtor, in 
deciding upon the practice to be pur- 
sued or the form to be used at various 
stages in the proceedings, in valuing 
assets, and in innumerable other mat- 
ters—the Commission has been helpful 
to trustees and parties in reorganiza- 
tion proceedings. 

In its reports on plans, the Commis- 
sion has firmly advocated that full 
recognition be given to senior claims or 
interests before any recognition is given 
to junior claims or interests.51 It has 
consistently reported against the ap- 
proval of plans which grant participa- 
tion to junior claims if adequate 
provisions have not been made for the 
entire claims of senior interests.52 

The representatives of the Securities 
and Exchange Commission have shown 
a commendable spirit of modesty re- 
garding their opinions and a willing- 
ness to change when such opinions are 
shown to be erroneous or impractical. 
It is hoped that this spirit will con- 
tinue and that a special effort will be 
made to overcome any inclination to 
become dogmatic as a result of accumu- 
lating experience. 

81 Jy ve Detroit International Bridge Co., S. E. 
C. Corp. Reorg. Release No. 9 (1939), C. C, H. 
Bankr. Serv. § 51,709; In re National Radiator 
Corp., S. E. C. Corp. Reorg. Release No. 10 
(1939), C. C. H. Bankr. Serv. J 51,960. See also 
Address by Frank, supra note 45, and Address 
by Panuch, supra note 45. 

In re Penn Timber Co., S. E. C. Corp. Reorg. 
Release No. 8 (1939), C. C. H. Bankr. Serv. ¥ 
51,710; In re Griess-Pfleger Tanning Co., S. 
C. Corp. Reorg. Release No. 13 (1939), C. C. H 
Bankr. Serv. J 51,954; In re La France Indus 


tries, S. E. C. Corp. Reorg. Release No. 1 
(1939), C. C. H. Bankr. Serv. ¥ 52,051. 


A new liquid cream which when ap- 


plied to the legs makes it practically 


impossible to distinguish from real silk 
hose has been placed on the market. 
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Short-Cuts in Routine 
of Billing Work 
(Cont’d from P. 16) which are larger 
than would be indicated on the surface. 
Logotype keys, for example, are one 
way in which a short cut can be taken. 
Printing products and totals from sin- 
gle key depressions is certainly much 
quicker and easier than typing these 
amounts out one figure at a time. Even 
so small a factor as drawing the under- 
score line on a bill with one key-stroke 
plays an important part in setting up an 
eficient operation, for billing efficiency 
is largely based on production. Any 
factors which reduce the number of 
key-strokes required to write a bill in- 
creases production and accuracy cor- 
respondingly. Logotype and under- 
score keys and single-key balances are 
two examples of how our system saves 
time.” 


Improvement 

An Australian, long resident in 
America, revisited his native country. 
Having business with a man on an 
upper floor of a Sydney building, he 
took the elevator to reach the office. 
The elevator was excessively slow and 
its snail-like progress annoyed the 
Americanized Australian. He turned 
to the other occupant. 

“IT think I could make a great im- 
provement in this elevator,” he said. 

The Sydney man looked slightly 
interested. 

“How?” he asked. 

“Why,” the other went on, “I'd 
make it go faster by a simple little 
arrangement. I’d stop the elevator 
altogether, and move the building up 
and down.” 


A friend of mine bought a gramaphone 
For a dollar down and a dollar a week 
This is the easiest graft I’ve known— 
This dollar down and a dollar a week. 
So he bought a chair and a fountain pen, 
A runabout car and a stove and then 

A set of “Lives of Our Famous Men.” 

For a dollar down and a dollar a week. 
Then he bought two brand-new radio sets 
For a dollar down and a dollar a week, 
And a dozen cartons of cigarets 

For a dollar down and a dollar a week. 
Then he bought a ring that was fair to see 
For the lily-white hand of his bride to be, 
And after the wedding the minister’s fee 
Was a dollar down and a dollar a week. 
And then he bought a house for his family 
And then he got sick; the doctor’s fee 
Was a dollar down and a dollar a week. 
Then said his wife, “I must be free,” 

So she got a divorce and the alimonee— 
Was a dollar down and a dollar a week! 
—Anon 
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Settling $42,371.32 Loss 


In considering Credit Insurance, any Credit Executive is deeply con- 
cerned in knowing just what he may expect when or if claims are filed. 
The answer is clearly stated in the above letter from a policyholder recently 
reimbursed on a $42,371.32 loss. 


Any “American Credit” policyholder has only to prove his claim, and 
adjustment is made exactly as set forth in the policy, with no “hair splitting” 
—no technicalities—with the rights of the policyholder fully protected. 


American Credit Insurance 


deserves the earnest consideration of thoughtful Credit Executives in these 
days of worldwide disturbance. American Credit Insurance enables Manu- 
facturers and Jobbers to sell safely with no undue tightening of credit; it 
provides a substantial reserve for losses, simply and economically; it im- 
proves relations between the sales and credit departments. And, “Insured 
Receivables” certainly carry weight when your firm seeks banking accom- 
modations. 


Ten basic policy forms are available, offering general or specific cover- 
age. In all these modern policies, Chandler Act reorganizations have the 
same status as insolvencies. Investigate “American’— the oldest Credit 
Insurance Co. in the country, with a 49-year record of “no default on a 
single established claim.” 


AMERICAN CREDIT INDEMNITY CO. 
OF NEW YORK 
J. F. McFadden, President + First National Bank Building, Baltimore 


Copyright 1940, American Credit Indemnity Co.of N.Y. Y14R1 
OFFICES IN ALL PRINCIPAL CITIES OF UNITED STATES AND CANADA 
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Annual Report on Expenditures 
and Receipts on Development Fund 


(Continued from page 27) 
Legislation 


1. Concentration on number of important legislative 
matters, including the pending governmental study of 
the nation’s bankruptcy system, the credit aspects of the 
railroad reorganization problem, the development of a 
nationwide program of tax legislation, and a general pro- 


gram to make more effective the Association’s legislative 
activities. 


Legislation 
April 30, 1940 
Fiscal years ended April 30 
1937 1938 1939 1940 Total 


Salaries ....... 5,473.37 7,080.00 4,361.58 16,914.95 
Traveling ..... 1,524.35 933.77 687.00 3,145.12 
Rent, Light, etc. mee 375.00 671.25 750.00 1,796.25 
Tel. and Tel... Meee 359.20 332.00 165.07 856.27 
Stat. and Supp.. or 741.29 350.54 176.69 ~1,268.52 
Ins. and Bond.. aon en 20.75 14.59 35.34 
ee s+. 247.70 169.91 127.14 544.75 
Furn. and Fixt.. pare 426.80 61.10 er 487.90 
Comm. Meetings — 126.10 14.70 56.00 196.80 
ee eee ee 171.26 283.20 174.42 628.88 
Miscellaneous .. pares 460.54 498.00 54.98 1,013.52 
N. A. C. M. Bur- 

den Charge .. ee 947.89 1,035.42 656.74 2,640.05 


- 10,853.50 11,450.64 7,224.21 29,528.35 


Sales and Promotion 

1. Increase in excess of 1,000 in national membership 
since inception of the fund. 

2. Substantial quantities of literature have been made 


available and distributed to both members and prospec- 
tive members. 


3. Personal visits and assistance in organization, ex- 
pansion, sales and promotional programs by National 


staff representatives to many local Associations through- 
out the country. 


4. Over 200 pages of mimeographed sales suggestions 
and material developed and distributed to local Associa- 
tion sales personnel. 


5. Rehabilitation of several small Association units. 


Sales and Promotion 
April 30, 1940 
Fiscal years ended April 30 
1937 1938 1939 1940 Total 


a - 12,646.19 18.091.27 3,903.50 34,640.96 
Traveling ..... 5,999.86 7,955.27 1,588.42 15,543.55 
Tel. and Tel. .. 5 ele 189.80 28.37 3.05 221.22 
Stat. and Supp.. ons 228.48 261.61 225.34 715.43 
POMRME cocsccs seat 383.05 436.91 244.41 1,064.37 
Insurance ...... rae eecle 43.71 36.01 79.72 
Prom. Material. vr 878.96 725.76 569.62 2,174,39 
Mthly. Bulletins 4,453.16 1,276.80 via c's > Spt anene 
MN Sia ca a'0's 0's er 496.65 717.96 156.14 1,370.75 
Miscellaneous .. coos $50.78. - 226.20 34.86 499.79 
N. A. C. M. Bur- 

den Charge .. 2,562.03 2,965.18 676.16 6,203.37 


e—— eS 


--++ 28,188.91 32,617.04 7,437.51 68,243.46 


“Washington Service Bureau 


1. Continued operation of the Washington Service 
Bureau which, during the Association year 1939-40 ren- 


Credit and Financial Management . 





dered more than 2,000 separate services to Association 
members throughout the country. In addition to th 
normal usage of this service by members, the Bureay 
has been able, in recent months, to supply a great amount 
of prompt and valuable information to members cop. 
cerning aspects of the national crisis and the Government 
Defense Program which touched upon credit conditions, 

2. The completion of the Association’s Report on Tax. 
ation, which was widely distributed and published 
throughout the country. 


Washington Service Bureau 
April 30, 1940 
Fiscal years ended April 30 


1937 1938 1939 1940 Total 

Monthly alloca- 
tion of $250, 
toward expense 
of Washington 
Service Bureau 





3,000.00 3,000.00 3,000.00 9,000.00 6. 


3,000.00 3,000.00 3,000.00 9,000.00 


General Miscellaneous I 

Expanded work of coordination of all activities with g 
particular emphasis upon more intensive public relations | 
work. Added work on Credit and Financial Manage- 9 
ment. 


General Miscellaneous 
April 30, 1940 
Fiscal years ended April 30 


I( 

1937 1938 1939 1940 Total 1 

ee eee eee bila $51.36 883.38 1,600.08 3,334.82 | 
Traveling ..... 1,127.73 cele ~ooe USZE 
Comm. Meetings ane 594.26 198.32 792.58 
Stat. and Supp.. ee ee aa 117.30 117.30 

Furn. and Fixt.. .... 800.70 121.65 veee 922.35 | 
Postage ........ abi sities mo 42.54 42.54 
Legal & Audi’tg ee Soe cee 300.00 300.00 
ND ccs 0s000 ress re 35.32 63.96 99.28 
Miscellaneous .. iets 254.53 235.25 37 = 490.15 

N. A. C. M. Bur- 

den Charge .. .ee- 223.36 174.82 232.26 630.44 


3,257.68 2,044.68 2,554.83 7,857.19 


Promotion Expense 
April 30, 1940 
Fiscal years ended April 30 
1937 1938 1939 1940 = Total 


Salaries .....0< 6,785.11 7,421.64 wee 2,356.25 16,563.00 
Traveling ..... 5,082.35 1,631.85 118.86 $10.13 7,643.19 
Tel. & Tel. .... 19.35 13.41 bets kites 32.76 
Stat. and Supp.. 2,132.42 277.12 13.00 , 2,422.54 
ES 329.91 186.10 3.05 Sail 519.06 
Insurance ..... saints 13.08 eae — 13.08 
Loc. Assns. Exp. 578.67 1,165.85 $12.52 103.64 2,660.68 
Ee ae sci Sak 195.63 wie 107.25 302.88 
Miscellaneous .. 62.99 8.95 92 i 72.86 


——— ee 


14,990.80 10,913.63 948.35 3,377.27 30,230.05 


N. A. C. M. Burden Charge 


One of the questions that arose early in the Develop- 
ment Program Fund investment was the subject of how 
to cover its administration costs. The General Develop- 
ment Program Committee decided after conferences with 
us that the best way to handle the burden of miscellane- 
ous expenses shouldered upon the National office due to 
the Development Program was to allow a 10% adminis- 
tration charge. It was clearly stated at the committee 
meeting that this charge would not be adequate. How- 
ever, in the interest of the conservation of the fund, and 
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for as long as it was possible for the 
National Association to do so, it agreed 
to absorb any excess thus limiting the 
so-called burden charge to 10%. The 
following items are covered in the 10% 


charge: 


1. Rent in general except where 
added space has been specifically 
taken. 

Light. 
3, Janitor service. 


4, All postage charges except where 
the individual mailing involves 


more than $1.00. 


5. All telephone calls except specific 
long distance phone calls. 


6, All telegraph charges except 
charges of $1.00 and over. 

7. Messengers, office boy, mailroom 
expense. 

8. Use of all typewriters and office 
equipment. 

9, Casual clerical assistance and gen- 
eral clerical force not specifically 
working on Development Pro- 
gram. 

10. Accounting and billing expense. 


11. Stenographic expense of staff sec- 
retaries not assigned to specific 
Development Program Work. 


12. Time and expense of Executive 
Manager and staff members in 
general direction of Development 
Program expenditures where not 
assigned full time to this work. 


The Legal Dilemma: 


At an examination for admission 
to the Bar of Ohio, the examiner 

i propounded this question, “A great 

many years ago there lived a gentle- 
man named Lazarus who died possessed 
of chattels, real and personal. After 
this event, to whom would they go?” 
The student replied, “To his admin- 
istrators and heirs.” “Well, then,” 
continued the examiner, “In four days 
he came to life again; inform us, sir, 
whose were they then?” 

Which interesting inquiry we submit 
to the lawyers. I am not a lawyer but 
I see no difficulty in the inquiry. 
Lazarus died and was buried. Since 
he died, his property, as he left no will, 
invested in his heirs. The law gives 
no man the right to die for four days 
and then come to life again. Legally, 
Lazarus could not rise. I have no 
doubt the Supreme Court would decide 
that Lazarus who rose was not the 
Lazarus who died; he was a new 


Lazarus. The new Lazarus would of 
course feel within himself that he was 
the old Lazarus and go around bother- 
ing his legal friends talking about his 
legal wrongs; but every lawyer would 
leave him as quickly as possible saying 
in parting, “It’s a hard case; but if 
your heirs can prove your death and 
they came in legally under the statute, 
there is no way to make them disgorge. 
All you can do it this—you’re a young 
fellow, about sixty, hire about as a 
clerk, try to save something from your 
salary so as to go into business again. 
Building up a great estate and perhaps 


Various paints and finishes ‘exposed to the 
elements on the roof of a research building 


natin sun...snow, sleet 
and ice... beating rain...dust-and- 
grit-laden winds —all are rigorous 
tests for paint and cement, wood 
and metal. When the results are 
tabulated, the customer who wants 
enduring strength knows where to 
find it. 

The strength to stand up under all 
sorts of trying conditions is impor- 
tant in a bonding company, too; its 
tests come as it passes through the 
years, with the business barometer 
swinging from “depression” to 


FIDELITY AND SURETY BONDS e 


BURGLARY AND GLASS INSURANCE 


FIDELITY ana DEPOSIT 


COMPANY OF MARYLAND, 


your heirs will recognize your identity. 
—Gleanings. 


Cash preferred 


The knot was tied; the pair was wed, 
And then the smiling bridegroom said 

Unto the preacher, “Shall I pay 
to you the usual fee today, 

Or would you have me wait a year 
and give you then a hundred clear, 

If I should find the married state 
as happy as I estimate?” 

The preacher lost no time in thought, 
to his reply no study brought, 

There were no wrinkles on his brow, 
He said, “I’ll take $3.00 now.” 





“boom” and back again. 

The F&éD—founded in 1890—has 
withstood the shocks of financial 
panics, economic crises, crime 
waves, wars and business depres- 
sions for 50 years...has conclu- 
sively proved that its bonds and 
policies provide genuine security 
against the risks specified there- 
in. 

The FéD representative in your 
community will gladly give you 
the benefits of his experience — 
and ours. 








BALTIMORE <%& 
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Youngstown’s dean of 
“C" men active at 80 


Active, healthy and the same pleasant 
person who appeared in these pages in 
the February, 1935, 
issue of “Credit and 
Financial Manage- 
ment,” is Youngs- 
town’s dean of credit 
men and ardent na- 
tional Credit Con- 
gress attender—Wal- 
ter Lee Kauffman. 
Although Mr. Kauff- 
man retired from active duties with 
the Youngstown Sheet and Tube Com- 
pany on Jan. 1, 1936, at the age of 
75, he greatly enjoys his frequent visits 
back to his old desk at which the picture 
herewith was recently taken. And his 
thoughts concerning credit problems of 
today are remarkably clear for one who 
will be 80 on the 9th of this August. He 
still strongly maintains that any order is 
only a good order when it is finally paid 
and the transaction fully cleared. 








San Francisco: 


D. M. Messer, Dohrmann Commercial 
Co., was chosen President of the Credit 
Managers Assn. of Northern & Central 
Calif. for the ensuing year at the recent 
election. He has been active for many 
years in various aspects of the Associa- 
tion’s work. Serving 
with him are the fol- 
lowing: Vice Pres., 
C. H. Sondhaus, Na- 
tional Lead Co.; 
Vice Pres. J. %. 
Ferns, Colgate-Palm- 
olive Peet Co.; 
Treas., J. F. Jensen, 
Golden State Co.; 
Sec.- Mgr., O. H. 
Walker, Credit 
Managers Assn. 

Directors are: J. 
H. Early, Truscon 
Steel Co.; F. ° H. 
Eichler, Federated Metals Division; K. L. 
Hampton, Valley Electrical Supply Co., 
Fresno; F. J. Hart, American Trust Co.; 
F. R. Haswell, A. Schilling and Co.; W. 
J. Hempy, M. Seller and Co.; A. I. Her- 
mann, Union Lumber Co.; G. N. Lantz, 
Balfour Guthrie Co.; L. A. Miller, Mac- 
millan -Co.; E. M. Shapiro, California 
Packing Corp.; G. A. Van Smith, Pacific 
Box Corp.; R. I. Warren, W. P. Fuller 
Co., Sacramento. 

Advisory Committee: E. E. Young, Leo 
J. Meyberg Co.; P. A. Pflueger, Max I. 
Koshland Co.; Eugene S. Elkus, Mangrum, 
Holbrook & Elkus Co.; D. I. Bosschart, 
Eng-Skell Co.; F. W. Black, Swift and Co. 

The local Herd, ROZ, has continued reg- 








ular meetings through the summer and at 
the Sept. meeting new officers will be 
elected. Initiation of new Herd members 
the first meeting in 


is scheduled for 
October. 


Credit Career 


Harry J. Offer 


Harry J. Offer is one of the most loyal, 
hard working and best loved members of 
the Detroit ACM. His business career 
started in 1906 in the Customers’ Accounts 
Department of The Detroit Edison Com- 
pany. It was not easy to complete his 
education by part-time study, but in 1912 
Mr. Offer was graduated from the Detroit 
College of Law and was admitted that year 
to the Michigan State Bar. He became 
Asst. Chief Clerk of 
his department and, 
in 1914, was made 
Chief Clerk of the 
company’s Collection 
Bureau. During Mr. 
Offer’s period of di- 
rection, the depart- 
ment has grown to 
159 employees, in- 
cluding 50 outside 
collectors, 11 stenog- 
raphers and typists, 
and legal staff. Credit 
files contain information on more than a 
half million names. During 1939 gross 
revenue was $59,600,000. Overdue bills 
in the amount of $4,737,000 were referred 
to the Collection Bureau; $4,548,000 was 
collected. 

Mr. Offer’s association record of serv- 
ice is an enviable one and an inspiration 
to others. He served four years on the 
Detroit Board of Directors. As 2nd Vice 





Al 


Pres. and Membership Chairman, he Closed 
the year with a net gain. He was ad. 
vanced to the office of 1st Vice Pres, of the 
Detroit Assn. and holds that office now, 

At the Toronto Credit Congress he was 
endorsed by the entire Public Utilities 
Credit Group as a Director of the NACM 
and was elected for a term of two years, 
As Chairman of the Public Utilities Credit 
Group at the Credit Congress of Industry 
for two years, he was largely influential 
in an attendance at Grand Rapids in 1939 
of 72 and at Toronto in 1940 of 85. His 
activity has brought memberships to other 
association cities in the Public Utility field, 

Mr. Offer has taken enough time from 
his association work to rear six children, 
three boys and three girls. In addition 
to his other activities he has found time 
to act as a Director in his neighborhood 
Improvement Association and to learn how 
to be “mean competition” in golf and 
bridge. 


Position Wanted 





Credit and Office Manager; Accountant. 
Extensive experience in economical office 
management. Credits, Collections, Fin- 
ancial Statements, and Taxes. Have done 
sales work. Can furnish excellent refer- 
ences. 37 years of age, married, now liv- 
ing in New York City. Will consider 
position anywhere. Moderate salary. John 
P. Viola, 446 Cyrus Place, Bronx, New 
York, N. Y. Tel. Raymond 9-1164. 

Credit, collection, office manager, middle 
age, not subject to military service, open 
for permanent connection. Details as to 
experience, etc. upon request. Location 
immaterial. Address Box 81, Credit and 
Financial Management, One Park Ave, 
New York. 





Syracuse: 


The above picture shows the Board of 
Directors of the local assn.,_ recently 
chosen for the coming year. Syracuse, 
under the leadership of Pres. Cliff Heath, 
conducted a full program on July 12 when 
more than half of the membership joined 
for a visit through the plant of the Seal- 


-Hotel 


right Company of Fulton, N. Y., sanitary 
paper container manufacturers. 

Following the visit a golf tournament 
was held at the Emerick Golf Course and 
in the evening a dinner at the Du Bois 
im Minetto. Outstanding in the 
forthcoming activities is the September 
Golf Tournament, for which many val- 
uable prizes have been announced. 
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Letters to the Editor 


June 13, 1940 


The Editor, 
Credit & Financial Management, 


1 Park Avenue, 
New York, N. Y. 
Dear Sir: 

How far is the discount giving evil 
to be carried before something is done 
about it? 

A salesman representing one of the 
largest and best known manufacturers 
had occasion to call at one of these 
“three-floors-up-and-save-50%” _estab- 
lishments recently and he found a rush 
of trade with a number of clerks busy 
writing up orders for customers who 
were practically waiting in line for 
their turn. 

One customer was ordering every 
item she needed for the equipment of 
a small hotel. Bedding, furniture, 
crockery, rugs, curtains, the whole 
equipment from cellar to attic—every 
item purchased from sample or catalog 
description. 

Not a hundred dollars worth of stock 
was carried in the rather limited quar- 
ters with the attendant investment and 
other expense. 

The order when taken is sent direct 
to some supply house or manufacturer 
who shoulders all of the detail and 
financing of the sale. The point is that 
he fills the order and then frequently 
solicits the patronage of legitimate 
dealers in his wares having connived 
in sidetracking blank dollars of sales 
away from them. 

An advertisement is appearing in a 
well known magazine which reads, 
“save up to 50% on your sporting 
goods at Blanks”. Blanks stock one 
box of each kind of golf balls, one set 
of golf clubs, etc., but they will sell any 
one who takes the trouble to call at 
the office where he has desk room and 
little else, a set of nationally known 
matched clubs at 25% to 30% off the 
fist price. The trade discount on these 
sets is 40%. 

Such cases could be cited without end 
in all big cities and the gross sales for 
the year run into billions of dollars 
according to one article which was pub- 
lished on the subject. 

There is only one way to stop such 
practices and the power rests with the 
manufacturers who wink at such trans- 
actions and the sooner they act the bet- 





WHEN YOU NEED CAPITAL 





Harness 


Your Inventory 
through 


Field}73\Warehousing 
by Douglas— Guardian 





Mailing the Coupon 
Brings Free Booklet 
Covers the subject of Field 


Warehousing briefly but com- 
prehensively. With it we will 
send article telling how Field 
Warehousing has solved the 
financial problems for many 
companies. 


Loans based on Field Warehousing by Douglas- 
Guardian are welcomed by bankers all over the 
U.S.A. 


Yet reports from our field men indicate that numerous 
manufacturers, producers and distributors in need of 
loans, or able to use more money to great advan- 
tage, do not realize that they have the easy access to 
it, right in their present inventory. 


WHY DON'T YOU “TALK IT OVER” 
WITH YOUR DOUGLAS-GUARDIAN MAN 


—One of our representatives living in or visiting your 
city will be more than glad to discuss Douglas-Guardian 
service with you . . . and apply it to your own prob- 
lems. We've had over 17 years of experience. We're 
working with hundreds of the country's largest bankers. 
Through 16 offices we render a nation-wide service. 
Mailing the coupon, just expresses interest—doesn't 
obligate you in any way. 


ardian Man 
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ter for legitimate dealers and for the 
public as well. 

The manufacturers give as their rea- 
son that if they don’t do it some com- 
petitor will. This would seem to be a 
spineless attitude to take in view of the 
havoc which is being done to the deal- 
ers trade upon whom they rely to place 
advance stock orders, advertise and dis- 
play their product and assume the ex- 
pense of adequate quarters, experienced 
help and to pay their bills when due. 

In the sporting goods industry where 
this evil is most pronounced and grow- 
ing in volume, the practice could be 
stopped at once by a small group of 
outstanding manufacturers acting in 
concert and saying ‘““NO”. Their prod- 
uct cannot be sold by the discount- 
desk-room agencies without the permis- 
sion of these manufacturers and the 
second and third flight manufacturers 
cannot offer products which are of 
equal quality and merit nor which are 
so well known and so much in demand. 

In these days of dog eat dog com- 
mercially the sporting goods industry 
is changing rapidly because of the evils 
of price cutting and cries aloud for the 
manufacturers to take constructive ac- 
tion to stop fighting each other for vol- 


In Style and Comfort 


That's the thought that is always upper 
most in the minds of those who attend 
you at Hotel Fontenelle. In keeping with 
this policy, the management is constantly 
adding new features for your comfort 
and convenience. The Amber Room Cof- 
fee Shop, the King Cole Room, and the 
Black Mirror-Bombay Room invite you. 


HOTEL 


FONTENELLE 


AIR 3 
conditioned a 


OMAHA 


ume without profit and do business on 
a constructive business basis. 

It is a fact that the manufacturers 
realize the serious condition which ex- 
ists and are looking for a remedy. Who 
will be the St. George of the Sporting 
Goods industry and win loyalty for 
their product as well as honor for their 
name by doing something definite and 
constructive. 

The solution rests on one word 
“No”—and mean it. 

Yours very truly, 
Alex Taylor. 
AT:BH 


Distribution Problems 
Affecting Credit 


(Cont. from P.7) the many fair trade 
laws of the several states. As I see it, 
the Robinson-Patman Act has not been 
universally applied and the administra- 
tors of this law appear to have pre- 
ferred to take one industry at a time 
and apply its provisions as the circum- 
stances warrant. 


Will Cash Discount Remain? 


Your policy as it relates to trade 
and cash discounts in your Own com- 
pany deserves a careful and critical 
study. I will not attempt to go into 
the abuses and their correction because 
this subject has been exhaustively cov- 
ered at many of our credit conferences 
and in our credit publications. I pre- 
dict that if the Robinson-Patman Act 
and some of the state fair trade laws 
are universally applied and enforced, 
cash discount may ultimately be abol- 
ished. I do not want to go on record 
as making this a definite prediction, but 
in a number of lines of industry its 
abolition is a fact. 

Many lines of business such as the 
supply and machinery line are either 
a prince or a pauper; when business is 
good profits are invariably above the 
average and when it is bad we just 
don’t talk about it and muddle through 
as best we can. The prevailing ten- 
dencies toward inventory speculation 
and unsound competition, along with 
the laws which you have to deal with 
today mean that the peaks and valleys 
on the chart are going to be much 
larger. In order to keep a balanced 
production, sound distribution and a 
healthy financial picture your tech- 
nique and initiative will be taxed: to 
the limit. 

In discussing the distribution and 
credit policies as I see them today I 
offer no panaceas for your considera- 


tion, as we are passing through a period 
of transition when many of these new 
laws directly affecting distribution and 
credit will have to be interpreted by 
the courts and applied to every-day 
business procedure. 

We, as credit executives, can con- 
tribute a great deal to strengthen our 
distribution and credit system in meet- 
ing the changes brought about by these 
new distribution policies. It is with- 
in your power to apply the brakes to 
inventory speculation. Right now we 
are in an era where more than ordi- 
nary consideration should be given to 
these developments. We have the 
power to determine the amount of 
credit that is to be extended in each 
individual case. We likewise can in- 
quire if receivables are hypothecated 
and if merchandise inventory is being 
pledged. Over a period of time it js 
within our reach to become familiar 
with many of the new laws which I 
have mentioned. 

In conclusion I cannot too strongly 
emphasize that our distribution system 
and our credit structure are still based 
upon the three well-known fundamen- 
tals of character, capacity and capital. 
Your analysis and appraisal of today’s 
distribution policies must at all times 
take into account these three cardinal 
principles as well as the historical, legal 
and economic aspects. 


New Books 
on Business 


CANADIAN INVESTMENT AND FOR- 
EIGN EXCHANGE PROBLEMS. Edit- 
ed by J. F. Parkinson. The University 
of Toronto Press, Toronto, Can. $3.00. 
Credit executives, both Canadian and 

American, realize now more than ever be- 

fore—following the recent International 

Credit Congress in Toronto—the close affin- 

ity of Canadian and American business 

relationships. They will be interested, 
therefore, in this recent publication bearing 
on foreign exchange and investment mat- 
ters from the Canadian standpoint. The 
first nine chapters, of the series of 22 writ- 
ten by various experts in the fields covered, 
deal with foreign exchange and, conse- 
quently, will be of particular interest to 
our readers who are export credit man- 
agers. Among the subjects covered in this 
section are the following: the foreign ex- 
change market in Canada, Canada’s inter- 
national accounts and the foreign ex- 
changes, financing Canada’s international 
trade, the end of the gold standard, The 
Bank of Canada, the foreign exchange rate 
and the mechanism of international adjust- 
ment (with special reference to the Ca- 
nadian dollar), the purposes of foreign ex- 
change control in Canada, regulations and 
practices of the Foreign Exchange Control 

Board, and Canadian dollar and capital 

movements. 
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Commerce Editor Points to Soundness 
of Insurance in British Companies 


(From Journal of Commerce, July 26, 1940) 
Foreign Insurance Company Branches 


Since the outbreak of the war in 

Europe, some Americans who have 

lu policies in United States branches 

of European companies have be- 

come uneasy about what would happen 

to their insurance in the event that 
Germany should win. 

Most of these United States branches 
are established in New York State and 
subject to its laws. Superintendent of 
Insurance Louis H. Pink has explained 
time and again that these branches are 
virtually New York companies. They 
have deposit capital meeting the min- 
imum requirements for American com- 
panies. Their liabilities are computed 
in the same way as are those of Ameri- 
can companies. They are regularly 
examined by the New York Insurance 
Department. They are obliged to keep 
in the hands of United States trustees 
approved assets at least equal to their 
liabilities. Under the deeds of trust 


and under the laws of New York, the 


















SECURITY, 
SERVICE, SAVINGS 


In fire insurance, this seal rep- 
resents security, service, and 
savings. It identifies one of the 
selected Mutual Fire Compa- 
nies whose record of success is 
usually outstanding—the lead- 
ers in their field. 

A policyholder in a member 
company of the Federation of 
Mutual Fire Insurance Com- 
panies is recognized as a good 
credit risk. 


THE FEDERATION OF MUTUAL 
FIRE INSURANCE COMPANIES 
919 North Michigan Avenue 
Chicago, Illinois 


MUTUAL 
FIRE INSURANCE 


An American Institution 


trustees are not permitted to release 
funds without the approval of the 
Superintendent. of Insurance. 

United States branches of British 
fire, marine and casualty companies 
constitute the large majority of foreign 
branches with which the public deals 
directly. Foreign life companies doing 
business here are almost exclusively 
Canadian institutions. Most of the 
United States branches of companies of 
other foreign companies do a reinsur- 
ance business. 

Policyholders of United States 
branches of foreign companies have no 
occasion for alarm, or even uneasiness, 
because of events in Europe. These 
branches of British companies, for the 
most part, have been doing business for 
many years. Many of them were here 
in 1871 and weathered the Chicago 
conflagration, as they have every con- 
flagration since that time. They have 
paid their losses honorably and in some 
cases with marked liberality to claim- 
ants. 

They have built up splendid agency 
plants, have followed ethical practices, 
have spent millions here in salaries, 
rents, taxes and other expenses and con- 
tributed their full share to all loss pre- 
vention services. Most of them have 
made profits, as they were entitled to 
do, and the companies which own them 
have taken part of those profits and 
left the remainder in the hands of the 
United States trustees for the greater 
protection of American policyholders. 

Underwriting by the United States 
branches of the British companies has 
generally been conservative. They have 
on their books a vast volume of care- 
fully selected business. They face no 
greater probability of excessive losses 
than do other well conducted com- 
panies. 


Haight presides at 
foreign trade parley 


San Francisco—On the occasion of the 
27th annual National Foreign Trade Con- 
vention, sponsored here by the National 
Foreign Trade Council, the Foreign Credit 
Interchange Bureau of the NACM was in 
charge of the Tuesday, July 30, session on 
foreign credit, collection and exchange 
problems. P. M. Haight, Sec.-Treas., In- 
ternational General Electric Co., New York, 
and past Pres., NACM, was Chairman of 
the session and K. H. Campbell, Manager, 
F.C.I.B., N. Y., was Sec. 











“How do you like the new 
car? Isn't it quite an im- 
provement over the one 


that was recently stolen?” 


“It's great—and so was 
the service | received from 
the Berkshire Mutual 
agent. I've carried insur- 
ance for years, but never 
have | received such 
prompt and friendly serv- 


ice! Believe me, from now 


on, all of my fire insur- 


ance goes to the Berkshire 
Mutual. If you're wise, 
you'll do the same. Why 
not ask their local agent 
for a copy of their new 
Comprehensive Auto 
folder.” 
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Bad Debt Loss Survey 


(Continued from page 25) 
hand, had the highest bad-debt-loss ratios in both years. 

Credit managers may find helpful, for purposes of indi- 
vidual comparison, the figures in table 2 showing, by 
industries, the proportion of credit sales, average number 
of accounts per firm and proportion written off, average 
gross loss per account written off, and proportion of 
recoveries to gross losses. 

Recoveries made by manufacturing jewelers are noted 
as extremely high, averaging over the 2-year period about 
50 percent of the amounts written off as bad, while the 
average manufacturer of boots and shoes recovered only 
4% percent of the gross charge-off over the 2-year period. 
As previously noted, the average recovery for all man- 
ufacturers was 14.4 percent of the gross charge off in 1939 
and 17.2 percent in 1938. 


(Editor’s Note: Part II in the September issue will present an 


Analysis of Losses by Size Factors and Age Analysis of Ac- 
counts written Off.) 


Shows Retailers How to 
Keep Credit Losses Low 


Weare indebted to S. W. Ellington, Credit Manager, 
National Paint and Varnish Co. for the following 

i excerpt of a recent bulletin to the retail customers of 
his company on the subject of “How to Reduce 
Credit Losses” Mr. Ellington gives the following six 


pertinent points on “How to accomplish this important 
situation”: 


First: There must be a complete application. 

Second: Explain (and be sure the customer under- 
stands) the credit terms. Right here is where you can 
’ avoid collection difficulties in the future. Also an account 
promptly paid is open for more purchases. In addition 
you will create goodwill, as a painter will know what 
is expected of him, and will not feel resentful if asked to 
adhere to terms already fully understood and agreed upon. 
To build an understanding and respect for credit in the 
customers mind, at this time, will be a lasting influence 
for the good of the customer and retailer. A Point some- 
times overlooked, but which, if kept in mind, will help 
greatly, in a proper attitude, is that in purchasing on 
credit the customer is in the same position as if he were 
borrowing your firm’s money. Should this person be 
borrowing, say $50.00, what would I want to know, 
especially if he wanted to borrow my money. 

Third: Let there be an understanding between the 
store manager and the credit seeker as to the amount of 
monthly credit desired. This will serve as a guide in 
' putting a limit on the account. A limit should be placed 
on the ledger sheet in each instance to serve as a guide 
in authorizing charges as purchases are made. With this 
system the manager has an opportunity to notify the 
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customer when that amount has been exceeded. Yoy 
will find this a big help where there is a lack of judg. 
ment on the customer’s part in over-buying. 

Fourth: Always purchase a Credit Bureau Report from 
your local credit reporting agency. Keep these in a file 
so that they can be referred to from time to time. 

Fifth: At this time you will find the necessity for re. 
fusing an open account to those who fail to measure up 
to the store’s credit policy. In these cases you will find 
Form #121 (supplied by Mr. Ellingson’s Company) a 
great help in selling paint on a job basis. Care must 
be taken to investigate the home owner in these cases, 
and a Credit Bureau Report should be purchased to 
learn his qualifications. 

Sixth: After you have obtained the credit report and 
it shows that a customer has been somewhat slow, al- 
though not bad enough to refuse, there should be a 
second understanding as to terms. 

Analyze your credit report again and place the limit 
on a ledger sheet. The limit will be ascertained by the 
amount you feel a customer can pay monthly. You will 
find times when a credit limit will have to be changed 
after a customer’s paying policy has been determined, 
Very often it may be raised or changed to a straight 
C.O.D. account. Changing conditions will necessitate 
frequent re-rating of old accounts. 

There should be a definite date when an account will 
be determined past due. It is necessary that this date 
be consistent with the terms outlined at the time the 
account was opened. 

If previous paying habits of the customers have been 
slow (your credit report will show this) and their pay- 
ments are out of line, the collection effort should begin 
immediately. 

On dangerous accounts do not fail to call on the cus- 
tomer immediately or call the factory office for their 
assistance. 

A loose collection procedure should never follow sound 
credit extension, just as a weak credit acceptance will 
back down any chance for sound collection methods. 

A definite date should be determined when past due 
accounts are terminated, and further charging of pur- 
chases refused. This can cover a period of as long as one 
to four months, depending, of course, upon the circum- 
stafices. 

Rules for collection are mentioned as follows: 

Use sales methods in collecting your accounts. 

Be prompt in starting and persistent following up 
your collection efforts. 

Don’t ask for the sympathy of your creditor, nor be 
afraid to ask for money justly due. Never threaten with- 
out full intention of carrying it out. 

Cooperate with customers. It costs money to develop 
new ones. Most business emanates from customers who 
have already purchased from you. 

The collector who makes the loudest noise most often 
is the first one paid. 

Accounts three months past due are 85% collectible. 

Accounts four months past due are 60% collectible. 

Accounts six months past due are 50% collectible. 

Keep these figures in mind when going over your books. 

If you will practice the foregoing principle you can 
be assured that your Bad Debt Losses will be 1% or less. 

Yours very truly, 
S. W. Exuincson, Credit Manager. 
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The Business Thermometer: 


Prepared monthly by the Bureau of the Census, Department of Commerce, in cooperation with 
the National Association of Credit Men 


Twenty-four of the thirty-six selected 
industries for which data are sepa- 
rately shown recorded an increase in 
» sales over June, 1939, while twelve 
showed a decrease. An increase over last 
year of more than 30 percent was shown 
by four industries. These were wine, 87.4 
percent; distilled liquors, 77.9 percent; 
other iron and steel products, 35.5 per- 
cent; and paper, writing, book, etc., 31.6 
percent. Increases in other industries 
range from 28.5 percent for miscellane- 
ous industries to 0.1 percent for paints 
and varnishes. ‘The largest relative de- 
cline, 23.7 percent, was shown by the boot 
and shoe industry. 


During the first six months of 1940 re- 
ports furnished by 1,535 manufacturers 
showed increases in sales over the same 
period for 1939 in thirty of the thirty-six 
industries, while six reported a decrease. 
The greatest relative improvement was 
shown by manufacturers of other iron and 
steel products; other machinery, apparatus 
and supplies; electrical machinery, appa- 


ratus and supplies and motor-vehicle parts 
with increases of 34.4 percent, 32 percent, 
29.1 percent, and 27.6 percent, respec- 
tively. Following closely were other non- 
ferrous metals, 26.6 percent; wine, 21.2 
percent; paper, writing, book, etc., 20.4 
percent; and stoves, ranges, steam heating 
apparatus, 20 percent. 

Sales are shown as reported, no adjust- 
ment being made for seasonal variation. 
Figures on accounts receivable and col- 
lections are also presented in the table 
below. 


Wholesale Trade Up 6.1% 


Sales of wholesalers, based upon reports 
from 2,971 firms representing all parts of 
the country, were 6.1 percent greater in 
June than during the same month a year 
ago. The spread between the monthly 
data for this year and last has decreased 
in the last three months, June showing less 
improvement over last year than any 
month in 1940 except March. This is 
further emphasized by the fact that sales 


for the year-to-date were 7.7 percent over 
those for the first half of 1939, compared 
with the smaller increase of 6.1 percent 
in June. 

In connection with this monthly joint 
study of the National Association of Credit 
Men and the Bureau of the Census, these 
wholesalers reported dollar sales amount- 
ing to $221,460,000 in June. These sales 
were 2.0 percent below May, 1940. This 
is the largest May to June decrease exhib- 
ited by this series in the five years covered 
by the survey. Sales are shown as report- 
ed without adjustment for seasonal or price 
fluctuations. 

For the first half of 1940, 34 of the 36 
kinds of business for which data are 
shown in the table on page 2, reported 
sales to be higher than for the first 6 
months of 1939. Only two recorded de- 
creases. The six-months data show heavy 
hardware, petroleum, industrial supplies, 
electrical goods and metals to be the sales 
leaders, a trend indicated by the monthly 
data in previous issues of this report. 


MANUFACTURERS’ sales and collections on accounts receivable, March 1940 









Industry 


Food and kindred products 
o.oo 6 nin che hbdcguvseen aeons 
Flour, cereals, and other grain mill products. . 
Meat Packing, ..00cccecescccccsccccsessseses 
Distilled liquors. . 
Malt liquors...... 
ee eee 
Other food products............. 

Textiles and their products 
Clothing, men’s, except hats ................ 
Clothing, women’s, except millinery...... .. 









nit 
Other textile products 
Forest products 
as tea. aka wbsaices vane dnekaneed 
Lumber, timber, and other miscellaneous 
aa Beer». + Lhahiamawaahs Smcx tied 
Paper and allied products 
Paper, writing, books, etc...................- 
sac ns we gp-eusaus vedsns 
. Paper boxes and other paper products....... 
Printing, publishing, and allied industries....... 
Chemicals and allied ucts 
Paints and varni 


Cee e eee eee e serene erreeee 
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ere beeen ainkeike hee 
Leather: tanned, curried, and finished....... 
Other leather products.................-.05: 
Stone, clay, and class products 
Tluminating NS cick cance sinh aie 
Other stone, clay, and glass products........ 
Tron and steel and their products 
Nanoha cae s uc akinanecysdecs> svevd 


Non-ferrous metals and heir products 


non-ferrous metals.................... 
Machinery, not including transportation eapt.. 


Electrical machinery, apparatus and supplies = 


Other machinery, ti d lies. . . 
Metor-vohicle parte... sss senescence ence, 


EE SINNED. cou cns's cvcdssccvcseenes. 


Sales For 6 Mos. 1940 


$98,130 
41,128 
56,457 
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3,881 
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6,895 
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55,420 


12,940 
112,684 


16,006 
16,137 


57,145 
15,077 


Collection Percentages* | Total Accounts Receivable 





Percent change 


pune 1, 1940from As of 


June 1, 
194) 





June1,}| Mayi, > 
1939 | 1940 | (000's) 


+11.4 | — 6.9 $7,563 
+34.0 | +14.6 4,873 
+ 4.2} +17.1 1722 
—7.1}—1.1 14,120 
+ 6.8 | +16.3 $,462 
+ 7.0] + 5.6 1,691 
+13.2 | + 2.3 , 
+16.6 | —15.9 9,221 
— 2.8 | —13.7 ,036 
—3.4]—0.2 3,213 
+11.7 | — 4.0 23,317 
+19.3 | + 0.3 4,908 
+16.1 | + 7.9 3,028 
84 3) + 8.7 4,495 
110 71+ 8.8 
104 +20.7 | + 7.0 9,782 
72 + 5.3] + 0.6 , 
61 + 3.4] + 5.4 10,264 
63 —10.2 | — 5.3 3,285 
82 + 8.0] + 4.0 11,089 
106 + 5.6] — 5.9 26,186 
69 +12.4 | — 7.0 ,340° 
54 — 5.9 | —16.3 24,141 
88 + 8.6] + 5.2 6,100 
88 +13.7 | — 32.7 1,190 
74 —10.3 | — 8.3 3 
87 +17.1] + 7.5 13,485 
74 + 1.1] + 3.2 3,351 
65 + 6.7 | — 1.7 3,814 
84 +27.3 | + 3.0 66,336 
60 +13.7 | + 3.8 6,844 
83 +12.3 | + 3.3 7,850 
78 +15.6 | + 1.0 30,117 
66 +21.9 | + 2.9 23,209 
82 +21.1 | — 7.4 7,679 
77 + 8.5] + 3.7 12,785 


* Collection percentages are obtained by dividing collections by accounts receivable for an identical group of firms. 


* Includes Shades, Globes, Reflectors, etc. 
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WHOLESALERS’ sales and inventories, June 1940 


Sales For 6 Mos. 1940 End of Month Inventories (Cost) Stock Sales 


Percent chan 7 
Kind of Business Num TunnNER CRORE Number | change} 6 Mos. | Number — Sey - June 
of firms _June 1940 vs._ of firms | from 6 1940 of firms June} June] May 
reporting reporting} Mos. (000's) jreporting 1940 } 1939 | 1949 
sal June | May sales 1940 stocks June | May 
1939 1940 1939 1940 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes 

Clothing and furnishings, except shoes 
se and other footwear 


18,611 
5,676 
3,448 

12,773 

56,043 

18,256 

121,749 

57,975 

63,774 

54,887 

123,203 
7,943 
14,193 
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Co 
Drugs and drug sundries# 
Without liquor department 
With liquor department 
Dry goods 
Electrical goods 
Dairy and poultry products 
fruits and vegetables 
ca 
Furniture and house furnishings 
Groceries and foods, except farm products. ... 
Full-line wholesalers##...... . oa 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 
Confectionery 
Meats and meat products 
Beer 
Wines and spirituous liquors 
Total hardware group 
General hardware 
Heavy hardware 
Industrial supplies 
Plumbing and heating supplies 
Jewelry 
Optical goods 
Lumber and building materials 
Machinery, eqpt. & supplies, except electrical 
Surgical equipment and supplies 
Metals 
Paper and its products 
Petroleum 
Tobacco and its products 
Leather and shoe findings 
Miscellaneous 


— tt DD 
PONOHEHNVUIAMNSHSSOOHDHOWHDS 
2 tO OUD NN HORAN HONAURONOCONAWEEUDONWNOWOM 
_ — 
— oa 
= | 
PODme| mons 
CUWONWHNOSCONWNUADODHDMNOSCOROWNN HOWORNE W004) 


_ 
onroroo 


(Li tei+i 
Fo 
i 


b 


+ ++4+++4++ 


= | 


FILLE LEIALELEL+E+ I +++ 


t+(+1i/+i11 1 
CURD ete 


+++ 
xa 
— 
GOK BEE WOR NONNSOOM SH OD 


aod 


NK IwWowood owns > 
ae 


— mt DODO 
+1 +/4+1 144144111 | 


FELFFEFEEELEEFFLFFFFEE | Ft t+ 44+ 


+tt+)t++t+t+t+++t++4+4+ 


ee 
— 


3 
9 
6 
8 
-6 
- 
5 
2 
7 

5 
.0 
.0 
.0 
.6 
7 

5 
1 
6 
5 
8 
a 
2 
4 
3 
5 
7 
.2 
3 
8 
3 
5 
6 
2 
4 
4 


Bo 
NO Me RORODARWHHODAUDWONDDDS WHOCOND WAI 


i++ 
or 00 “3 no bo me 
Litt ll 


to 


+/4++I1+1 1110144111 
to DONO 


|++++ 
| 

ot 

nw 


1 
0 
5 
2 
9 
7 


“I |) won 


$221,460 + $1,222,814 


| 
° 


* These Stock-Sales ratios are percentages obtained by dividing stocks bv sales for an identical group of firms. _— Insufficient data to show separately. 
# Total Sales, including liquors, wines, etc. # Not affiliated with voluntary or cooperative groups. 


WHOLESALERS’ accounts receivable and collections, June 1940 


Collection Percentages* Total Accounts Receivable 


ercent change 
June 1940 vs. 
Kind of Business fi May 


1940 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes 

Clothing and furnishings, except shoes 
Shoes and other footwear 


Drugs and drug sundries 
Without liquor department 
With liquor department 

Dry goods 

Electrical goods 

Dairy and poultry products 

Fresh fruits and vegetables 

Farm supplies 

Furniture and house furnishings 

Groceries and foods, except farm products. 
Full-line wholesalers 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 

Confectionery 

pate and meat products 


— 
— 
BerrcrwrcOwUNnawaco 


[+++ 14141 1.1441 
Ban ND 9 9 ba fe St EO G0 OO bet OD AI OO OSD BD tO TI OO OD NO DI NIH 


—— 
CF ONOWO-1+ + «1 


F4EFEEE | FEEEFEL EEE HF | 44+ 
Pe O00 ee ee 0 nt 0 8 at 8 Tt OO OS A AT it Bm BD OID 


be ns 


SW DWNN AAS 151 Orr Co me OO 
Noe 


ANOCCH OLA HKHOOK INN SAIN HOF 


Wines and spirituous liquors 
Total hardware group 


Heavy hardware 
Industrial supplies 
ouing and heating supplies 
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Tobacco and its products 
Leather and shoe findings 
Miscellaneous 


LP) ttt+t+t+tttt+ 


2} msec 
1 1+1+1 

oS} koe 

vd : 


4 
+ 


* Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 


Credit and Financial Management . 








WHOLESALERS’ sales and inventories, by geographic divisions, June 1940 


































Dollar Sales Sales For 6 Months 1940 End of Month Inventories (Cost) — 
Geographic Division Percent 
. Number ne Sen June | Number |change| 6 Mos. | Number — ngs June 
Kind of Business of firms 1940 of firms | from 6 1940 of firms 30, 1940 | June] June] May 
reporting (000’s) |reporting} Mos. | (000’s) |reporting (000’s) | 1940 | 1939 | 1940 
sales June | May sales 1940 stocks | June May 
1939 1940 1939 1940 
QQ eS 
New Cas den honacedaysthek ice shone eee 174 +11.5 | — 1.7 | $13,924 157 +12.9 $74,599 110 +14.5 | + 1.4] $10,547 | 114 | 111 } 106 
Blectrical goods...................0e. 0 33 |+46)+1.0] 1582] 33 | +15.6 8,279} 28 | +13.2]}—0.3] 1,752 | 115 | 106 | 116 
Groceries and foods, except farm products} 27 | +14.31/+17.5] 2441] 26 |+ 6.0] 11,309] 13 | +190] + 2:8 71 | 164 | 141 | 167 
Meats and meat products. . AS 7 + 4.6 | —26.0 2,078 + +19.7 13,005 6 +11.8 | + 7.6 708 35 33 24 
Industrial supplies. ........ ie 17 +19.8 | — 3.6 568 16 +22.6 3,055 12 +10.3 0.0 1,136 | 243 | 271 | 231 
Tobacco and its products ? 14 +12.7 | + 6.3 2,054 14 +14.5 10,421 5 +17.6 | +15.4 187 42 42 44 
Middle Atlantic............ < 671 +7.4]—0.9 53,842 616 + 9.2 295,645 393 + 7.5 | — 2.7 40,819 | 128 | 129 | 130 
Automotive supplies..................... 30 +18.4 | —10.7 809 24 +17.9 3,499 18 + 0.6 | — 3.3 1,029 | 185 | 241 | 169 
Clothing and furnishings, except shoes. . . 20 + 3.6 | —23.9 1,001 20 + 5.8 10,141 9 + 8.2] — 5.7 578 | 179 | 184 | 178 
Shoes and other footwear........... 10 + 0.5 | —27.7 609 10 — 2.1 4,372 5 —17.9] + 1.6 1,192 | 257 | 306 | 173 
Drugs (without liquor department) 16 + 0.1] — 3.4 2,588 14 0.0 14,546 11 + 6.5 0.0 1,513 | 137 | 126 | 130 
saci aa cis cv sceds 46 —11.7 | —13.8 2,249 43 + 1.2 15,584 23 —1.9]— 7.1 2,513 | 222 | 205 | 213 
Electrical goods............. 73 +20.0 | — 0.2 5,611 72 +25.1 27,790 62 +13.1 | — 2.2 4,597 89 97 91 
Fresh fruits and vegetables...... 20 + 8.7],+ 1.2 825 13 + 6.4 1,787 12 — 1.7] —0.8 119 17 19 17 
Furniture and house furnishings......... 20 + 6.5 | —21.5 773 10 + 7.8 2,057 14 +7.2}+ 1.0 1,598 | 284 | 273 | 228 
Groceries and foods, except farm products 94 — 4.7] — 3.9 6,604 92 + 6.8 41,232 46 +33]—1.7 4,098 | 132 | 123 | 130 
Meats and meat products 23 + 2.6] — 3.5 5,381 18 + 2.4 25,616 19 +25.8 | + 1.0 1,049 66} 49 58 
General hardware......... : 30 +10.4 | — 2.7 2,233 29 + 6.3 11,153 15 +17.9 | + 1.2 3,465 | 285 | 287 | 275 
Heavy hardware.............. 12 +18.1 | — 3.4 951 ll +24.7 5,502 10 +19.3 | — 1.6 2,427 | 268 | 264 | 263 
Industrial supplies. ............ oes 38 +26.4 | + 2.2 1,711 37 +28 .8 9,481 28 +11.1] + 1.1 2,651 | 187 | 217 | 190 
Plumbing and heating supplies........... 49 +9.91+ 3.5 1,456 48 +10.6 7,176 31 + 6.7]—1.0 1,446 | 139 | 141 } 142 
CS! tines Gechbepe deawesnt sins %.6<s4 12 +21.5 | — 7.1 299 12 +22.1 1,641 7 +7.1]— 2.1 799 | 434 | 491 | 416 
ee eae aan cee cheeses ll + 4.21—1.3 74 5 +11.1 331 4 —16.3 | — 2.7 36 | 164 | 215 | 168 
Lumber and building materials.......... ll + 9.1 | —11.6 1,054 ll +12.7 5,156 5 + 6.6] + 4.0 570 92 | 106 73 
Paper and its products. ...............+.- 34 +15.8 | — 2.0 2,613 32 + 9.8 14,813 18 +7414 1.9 2,397 | 139 | 150 | 136 
Tobacco and its products 49 +0.6]}4+ 1.9 6,010 49 + 5.9 31,686 26 —9.9]— 8.8 2,275 47 51 52 
East North Central............ 582 + 6.7] —0.8 42,626 531 + 8.7 218,927 363 +7.6]—0.3 46,299 | 159 | 157 | 157 
Automotive supplies..............--.+++- 52 + 4.6] + 1.3 681 45 +15.0 3,449 28 +10.0 | + 3.8 1,236 | 264 | 258 | 256 
Paints and varnishes...............-.---: 12 — 2.5 | —15.8 352 il + 0.5 1,244 5 +12.8 | + 4.7 335 | 123 | 106 | 104 
Clothing and furnishings, except shoes. . . 9 — 8.9 | —20.8 164 9 —10.8 1,209 6 —16.2 | + 2.7 269 | 236 | 263 | 174 
Drugs (without liquor department)....... 20 — 0.7] — 5.0 2,190 19 + 4.3 12,748 10 +8.4}+ 1.0 1,777 | 171 | 160 | 165 
ela cc aCdntaee ghesecrscee sas 14 — 1.1] —11.4 784 8 — 0.6 2,173 9 +9.21—3.4 1,820 | 247 | 223 | 228 
SNES ETE PET 61 +10.0 | + 3.4 5,322 60 +16.8 27,094 53 + 44]—0.8 5,111 | 108 | 114 | 113 
Fresh fruits and vegetables................... 13 + 7.1 | —15.6 541 12 + 5.5 2,727 g —23}]+ 9.8 129 42 44 

Groceries and foods, except farm products! 108 —0.3] + 0.3 9,017 103 + 3.5 50,398 62 +3.7},—1.1 8,175 | 164 | 156 | 164 
Meats and meat products................. 28 — 3.3 | —14.9 3,325 24 + 5.1 15,958 25 +12.8 | — 0.6 2,332 77 66 66 
ARAM AGE WAP AOENS RADAR MERE O OmRe 88 ll + 5.8 | +25.0 200 10 + 0.5 783 10 +2.2]—0.7 - 25} 26] 29 
SIMON MOPOWRTO.:. cc ccccesdccccseccceses 22 + 3.3] — 3.9 5,018 22 +12.4 27,048 18 +11.6 | — 0.7 12,768 | 269 | 247 | 258 
Industrial supplies. ..................+45- 34 +27.1 | — 2.0 2,025 29 +29.1 9,880 24 +4.7]—0.3 2,788 | 174 | 219 | 170 
Plumbing and heating supplies........... 18 +16.1 ] + 3.8 735 17 +16.0 3,591 10 +5.9}—1.0 597 | 236 | 279 | 264 
Cie ccdicuts ee engsnGnsevssssovnss 14 +11.3 | —20.0 583 14 +10.0 3,534 7 —0.8]}+ 2.2 780 | 380 | 473 | 238 
Lumber and building materials.......... 10 + 6.8 | + 7.7 584 7 + 0.3 1,753 6 —10.6 | — 3.2 572 | 151 | 174 | 161 
Machinery, eqpt. & supplies, except elec. 12 —19.1 |] + 4.7 399 11 + 8.0 1,678 8 + 3.4] — 1.6 245 1104] 75} 131 
Surgical equipment and supplies......... 9 +12.7 | — 1.5 337 9 +15.3 2,047 5 +17.5 | + 1.3 323 | 121 | 119 | 118 
eet te ce alas ane GENE SA 2d ud 39005 08 28 10 +10.6 | + 6.4 936 9 +10.8 4,771 5 +21.1 | + 3.0 1,784 | 302 | 285 | 313 
Paper and its products. ...........-.-+--- 23 + 8.6 | — 1.7 1,408 20 + 7.2 7,096 11 +13.5 | + 5.2 934 | 143 | 138 | 130 
Tobacco en NOT ee 47 +15.5 | + 9.6 3,973 46 +10.9 20,292 20 — 6.8 | — 2.0 772] 39] 48} 43 
SO” eee 325 — 0.3 | — 5.3 28,264 301 + 3.1 173,673 216 +10.0 0.0 35,246 | 202 | 182 | 190 
Automotive supplies....................- 19 0.0] — 0.3 383 16 +14.6 2,171 9 +17.7 | — 1.4 274 | 246 | 289 
Drugs (without liquor department)....... 12 — 5.5] — 2.4 1,051 12 — 0.5 6,563 7 — 0.9] + 0.6 1,114 | 238 | 220 | 228 
ace aalce ach aes04h400eb 0 9 —13.9 | — 8.3 2,541 9 — 1,9 17,038 8 +14.9 | + 3.1 8,297 | 334 | 250 | 297 
ME, 5 io sda csonedsocsecersees 35 +13.0 | — 4.1 2,017 34 +15.4 10,468 33 +32.3 | — 1.6 2,229 | 114] 98 | 111 
Fresh fruits and vegetables............... 12 — 1.0] — 9.2 483 12 +10.2 2,672 10 + 7.31 — 2.2 132 | 33 31 30 
Furniture and house furnishings. ........ 10 + 2.6 | —16.3 1,254 7 +10.1 6,604 7 +24.1 | —13.0 2,862 | 241 | 196 | 228 
Groceries and foods, except farm products 84 —5.8]+ 4.4 6,079 84 + 1.6 34,034 63 + 3.1] — 5.0 7,506 | 157 | 150 | 173 
RS oc cada endaccen'e's-as.ee0's 10 + 6.5 | + 6.9 1,470 10 +10.1 7,408 9 + 3.8 | — 3.0 3,182 | 245 | 253 | 268 
SINUEE CIID, nc ccs cgccceveccsvens 15 +0.4]+ 0.7 449 13 + 4.9 2,247 8 +0.27+ 4.1 613 | 249 | 231 | 238 
Plumbing and heating ge bah Kawwae's 10 + 5.9] — 4.2 577 10 +12.4 2,841 5 —23.7 | — 4.1 283 | 147 | 182 | 138 
Machinery, eqpt. & supplies, except elec. 8 +3.81+ 6.1 433 7 — 0.5 2,070 4 —1.3]+ 4.1 154 | 117 | 150 | 145 
Paper — | NS oc ab aceyns 406-000 9 +12.7 | — 8.9 195 8 + 6.3 1,144 4 +11.7 | +10.4 286 | 433 | 457 | 341 
Tobacco and its products................. 13 + 4.8] + 4.0 543 12 + 6.0 2,646 8 + 7.21 + 6.5 148} 50] 49] 50 
SN ON rr ei cckcceacaess 350 + 3.5 | — 6.5 17,560 330 + 8.9 104,756 187 +10.6 | — 0.2 17,385 | 166 | 156 | 155 
Automotive supplies..................... 16 + 3.1] — 3.0 394 14 +10.1 2,074 7 + 6.71+ 3.1 270 | 216 | 198 | 194 
Drugs (without liquor department)....... 14 — 0.5] — 8.6 1,025 14 + 8.3 7,142 7 +1.5]—0.8 1,082 | 213 | 206 | 191 
AR ESE. Vee anategesanounsho€a 13 — 8.5 | —22.3 704 13 + 6.8 5,021 7 +23.3 | — 5.9 1,189 | 338 | 266 | 268 
MR oss case cdeevicescsa ence 49 + 4.8 | — 2.8 3,041 49 +16.4 16,610 41 +17.8 | — 1.9 3,154 | 108 96 | 107 
Fresh fruits and vegetables............... il — 5.9 | — 7.9 386 ll + 2.5 2,123 5 +12.0] + 9.8 56] 341 26] 26 
Groceries and foods, except farm products 95 + 2.0} — 5.0 4,434 92 + 8.4 26,122 40 + 8.0]—0.5 3,087 | 139 | 131 | 134 
Meats and meat products................. 12 + 1.6] — 8.7 621 10 + 3.2 3,520 3 +33.1}] — 1.6 3741 721 571 67 
Sponeral hepdware. .........ccccesccvesesce 26 + 3.1] — 4.1 1,563 25 + 5.0 9,331 15 +12.8 | + 3.2 3,074 | 347 | 316 | 314 
Industrial supplies. ...................+.- 14 +20.3 | + 5.3 539 14 +24.4 3,034 8 +15.7 | + 0.7 761 | 207 | 217 | 222 
Plumbing and heating supplies........... 19 +10.7 | +10.0 839 19 + 3.6 3,958 16 + 8.8] + 2.9 792 | 134 | 141 | 158 
ee OS rae ll + 9.8 | —10.6 447 10 + 7.3 2,631 5 +11.3 | +10.2 464 | 217 | 209 | 172 
Tobacco and its products............... a 13 +10.3 | + 0.4 785 13 + 8.4 4,289 4 + 7.5} + 4.2 100 45 47 45 
SENT OS Sa eres 151 + 4.8] — 8.6 8,569 141 + 8.1 48,834 83 +13.0 | — 2.3 9,576 | 195 | 182 | 181 
Drugs (without liquor department)....... 10 —13]— 4.4 937 +-1.9 5 6 + 4.0] — 2.5 1,179 | 214 | 207 | 207 
SERRE bah ibs 6 <adaSabaee eee bas 14 —15.2 | —27.3 543 14 + 0.6 4,491 8 +16.1 | — 3.2 1,549 | 394 | 286 | 295 

ES 6, ccc ces dsnsaceccaveeace 9 +13.4 | — 6.9 611 9 +22.7 3,137 7 +44.9 | — 2.6 723 | 132 | 103 | 126 
Groceries and foods, except farm products 47 + 3.2] —7.1 2,181 43 +10.0 11,431 22 + 5.5] — 7.0 1,770 | 154 | 151 | 151 
General hardware................s0ee0ee- 14 + 6.6 | —13.2 1,922 14 + 9.3 11,763 7 +12.9}+ 1.0 2,167 | 235 | 219 | 203 
Industrial supplies. ................+++0: 11 +15.3 | —11.3 385 ll +27.7 2,285 5 +11.7 | — 2.0 200 | 179 | 211 | 176 
AI, ooo is ccc ndedpacdencedes 249 —3.2]— 7.8 15,376 242 + 5.0 91,466 174 +8.5]—1.2 23,317 | 222 | 195 | 205 
Drugs (with liquor department).......... 12 + 6.3 | —11.8 ,594 12 + 6.2 10,793 9 +44]+ 4.1 3,713 | 301 | 306 | 241 
MPOOEERORD ODED. 5 ois occ case cacescesccse 32 — 7.2 | —18.2 1,669 32 +12.6 10,075 24 +26.8 | — 3.8 1,928 | 131 96 | 110 
Groceries and foods, except farm products} 120 — 6.8 | — 4.0 6,061 120 + 2.3 36,456 90 + 8.5} — 4.5 7,169 | 182 | 148 | 183 
General hardware.............00:.+-00e0: 16 — 6.0] — 7.3 1,435 15 + 5.7 8,987 1l +12.0 |] + 4.9 3,173 | 295 | 249 | 268 
Machinery, eqpt. & supplies, except elec. 8 — 3.9 | —15.1 467 +20.9 3,215 5 — 6.8 | — 6.9 1,720 | 412 | 442 | 377 
tages crn ces gaiasiss’o's t'vatou'e 133 + 5.2)+ 4.1 8,303 114 + 6.1 41,356 91 +8.3]—0.5 9,999 | 165 | 163 | 174 
Automotive supplies..............-.+-++- 20 + 9.3 | — 3.6 352 13 +20.6 1,352 11 — 3.3 | — 3.6 237 | 263 | 245 
as cin wc aceda baddaan ok & 13 +36.9 } + 9.1 861 11 +23 .7 3,861 10 +32.5 | +12.5 857 | 109 | 117 | 107 
Groceries and foods, except farm products 37 — 1.0 | +10.3 2,631 37 + 1.3 13,727 32 +10.4 | — 2.5 3,176 | 152 | 135 | 172 
Gen dunn teududeudeyecede tod 8 +3.8]+1.0 973 8 + 7.7 5,030 6 +8.91+ 0.1 1,681 | 293 | 273 | 292 
ans ot 335 +14.9 | + 4.9 28,748 308 + 9.6 147,962 177 + 6.5]—0.5 26,969 | 169 | 181 } 173 
Automotive supplies 57 +15.0 | — 5.8 033 52 +13.2 5,522 20 +8.5}]+ 1.8 6 236 | 213 | 221 
with liquor department). ... a +24.9 | +22.8 3,481 9 +11.6 18,072 — _ a —}|—]}] — 

SOU nea cbwknnd > boise xe) 14 — 0.4] —3.9 768 14 + 3.4 4,866 6 — 2.7]—1.6 1,558 | 306 | 310 | 324 

goods 26 +33.0 | — 0.5 3,096 26 +22.2 15,889 25 +17.7 | + 0.6 3,388 | 116 | 132 | 114 

Fresh fruits and vegetables 10 + 2.6] — 7.7 431 8 + 8.9 2,164 5 +32.3 | + 7.9 17] 13] 14 
iture and house furnishings 10 — 6.6 | —11.2 604 4 — 4.4 716 5 + 2.0]—1.2 1,851 | 379 | 341 | 342 
roceries and foods, except farm products 45 +2.4]—3.9 6,736 44 + 4.7 39,407 27 + 4.6] + 0.1 4,962 | 113 | 108 | 102 
eats and meat produc 9 |+4.7}/—6.2] 1,116 9 I-34 : 7 | —24.3 | +11.2 62) 87] 54 
Wines and spirituous liquors 8 +77.9 | +63.5 1,733 5 +34.5 5,473 5 + 6.3 | — 8.9 1,513 | 92 | 151 | 162 
neral Sn 18 +14.9 | + 8.0 3,707 16 + 8.4 17,693 10 + 8.31—0.9 6,948 | 289 | 321 | 323 
Industrial s ‘ 15 +22.5 | + 2.5 4 14 +21.1 2,452 9 —2.21+1.8 829 | 275 | 350 | 271 
Plumbing an eating supplies .. 13 +22.6 | +10.2 872 13 +12.4 4,339 4 +2.8]—1.4 146 | 125 | 120 | 140 
Lumber and building materials.......... 12 +10.1 | — 4.6 371 il + 43 1,993 y +26.3 | + 1.7 538 | 192 | 170 | 172 
i , eapt. & supplies, except elec. 12 +20.7 | + 7.5 257 12 +15.5 1,323 4 +18.8 0.0 164 | 278 | 288 | 278 
Tobacco and its products................. 18 +17.7 | +16.7 1,508 18 + 8.1 7,559 — ~ ~ sete | aA as 


_* These Stock-Sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. 
_ —Insufficient data to show separately. 





WHOLESALERS’ accounts receivable and collections, by geographic divisions, June 1940 


Geographic Division 


Kind of Business 


Automotive supplies. 
Clothing and furnishings, except shoes 
Shoes and other footwear 
ome (without liquor department). . 
Ty 
Electrical 
Fresh fruits and vegetables. ........... 
Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 
General hard 
Heavy 
Industrial supplies. ‘ 
oon pa and heating supplies 
ew 
Optical goods 
Lumber and building materials 
ne, and its products 
Tobacco and its products 
East North Central 
Automotive supplies 
Paints and varnishes 
Clothing and furnishings, except shoes 
Drugs (without liquor department).....................5-- ‘ 
Dry goods 
Electrical goods 
Groceries and foods, except farm products ; 
RD RIG. Wg. we cnccevecccceussbsnpeveceses ‘ 
General hardware 
Industrial — ’ 
Plumbing and heating supplies 


Jewelry 

Lumber and building materials . 
Machinery, equipment and supplies, except electrical. 
on equipment and supplies 


e 
Paper and its products 
Tobacco and its products. . 
West North Central... 
Automotive supplies 
Drew (without liquor department) 


Fresh fruits and vegetables. . 

Furniture and house furnishings 

Groceries and foods, except farm products 

General hardware 

Industrial supplies. 

Plumbing and heating supplies... . 4 

Machi , equipment and asupplies, except electrical....... 

Paper and its products. ............-..-.0000e0- ea sheeeben iat 
South Atlantic 

Automotive supplies 

Drugs (without liquor department) 


goods 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
Meats and meat prod 
Gen 
Industrial supplies. 
Plumbing and heating supplies 
Paper and its products 
East South Cent: : 
Drugs (without liquor department) 
Ty goods 
Electrical goods 
Groceries and foods, except farm products...................- 
General hardware 
Industrial supplies 
West South Cen‘ : 
Automotive supplies 
Drugs (with liquor department) 


ry goods 
Electrical goods 
comme and foods, except farm products 


n 
Industrial supplies 
Machinery, equipment & supplies, 
Tobacco and its products 
Mountain 


Automotive supplies 
Shoes and other footwear 
ry 
Electrical goods 
Fresh fruits and vegetables... 
Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 
Wines and spirituous liquors 


neral 
Industrial supplies 
Plumbing and heating supplies 
Lumber and building materials 


Machinery, equipment and supplies, except electrical......... 
Tobacco and ite odunte net . 


percen are obtained by dividing collections by acco 
STATES COMPRISING DIVISIONS: E Cont, a. 


Ohio, Wisc.); West North Central—(lowa, omy Tae Mo. <A Dak. 
Kast South Central—(Ala., Ky., Miss., Tenn); West South Central—(Ark., 
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ercent change 
June 1940 from 
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